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Summary 
 
Incorporating two interrelated studies involving Malaysian SMEs entrepreneurs, this 
thesis aims to develop and empirically test a framework of processes (e.g., knowledge 
acquisition, innovation) related to network relationships that lead to business 
performance.  Study 1 tests an hypothesized model of network relationships on a cohort 
of 208 Malaysian SMEs.  Study 2 concerns three in-depth case studies, extend findings 
emanating from Study 1.  The overarching research question is: to what extent do 
network relationships (which include the component factors of social capital, 
knowledge acquisition, and firm value-creation) influence organizational capability to 
sustain business? 
 
The present thesis argues that collaborative practices, network interactions, and 
relationships help to build linkages between social capital (J. Nahapiet & Ghoshal, 
1998; Putnam, 2001; Woolcock & Narayan, 2000), knowledge acquisition (Omerzel, 
Antoncic, & Ruzzier, 2011; Wu, 2008; Zain & Ng, 2006), firm value-creation and 
innovation (Kaasa, 2009; Swan, Newell, Scarbrough, & Hislop, 1999; Tan, 2007; Tsai 
& Goshal, 1998), and business growth and performance (Anderson, Dodd, & Jack, 
2010; Stafford, Bhargava, Danes, Haynes, & Brewton, 2010; Watson, 2007).  A review 
of the relevant literature (J. Johannessen & Olsen, 2009; Kaasa, 2009; Tsai & Goshal, 
1998) suggests causal linkages between these variables.  
 
This research was undertaken for four main reasons. First, according to a number of 
investigators (Drakopoulou-Dodd, Jack, & Anderson, 2006; Hoang & Antoncic, 2003), 
there is a pressing need to understand the content of network interactions, the 
mechanisms and processes within and between network relations, and the relationship 
of entrepreneurial networks to firm growth and sustainable development.  It is 
important, if not timely to clarify conceptualization of network mechanisms and 
outcomes, particularly from the perspective of business performance, given the 
problems associated with business survival in today’s competitive environment and 
global economic disquiet (Ramayah, Yan, & Sulaiman, 2005; Stafford et al., 2010). 
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Second, there are relatively few studies that have specifically explored the antecedent 
and consequences of network relationships.  In line with this view, Dosi, Faillo and 
Marengo (2008) stated that there is a need to investigate further potential antecedents 
and consequences of organization capabilities to sustain business.   
 
Third, there appears to be no research investigating linkages between social capital, 
knowledge acquisition, firm value-creation, and business performance.  Thus, 
development of an integrative model encompassing these dimensions represents an 
important first step towards testing the significance of these interrelationships (Hoang 
& Antoncic, 2003; Stafford et al., 2010; Tsai, 2001).   
 
Finally, application of mixed-method approaches is highly under represented in the 
area of business network relationships (Hoang & Antoncic, 2003; S. L. Jack, 2010).  
Lee (2009) suggested that mixed methods can provide a balanced explanation of 
network structural forms, inter-subjectivity of interpretation, and the dynamic nature of 
interaction.   
 
The following sections discuss the theories underpinning this thesis, describe Studies 1 
& 2, and report on key findings. 
 
Theoretical Conceptualization 
The present thesis investigates factors related to network relationships (i.e., social 
capital, knowledge acquisition, firm value-creation) that lead to business performance.  
Network relationships are viewed as sources rather than the consequences of social 
capital, promoting the iterative development of important aspects of social capital (e.g, 
trust, reciprocity) (Woolcock & Narayan, 2000).  Social capital is defined as the norms 
and networks that enable people to act collectively (Woolcock & Narayan, 2000, 
p.226), reflecting both the individualistic and communal notions of social capital.  
More broadly, the concept of social capital includes any instance in which people 
cooperate for common ends, on the basis of shared informal norms and values 
(Fukuyama, 2002, p. 23).  In this sense, norms and values are viewed as manifestations 
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of social capital, which facilitate exchange, lower transaction costs, a reduction of cost 
of information, and encourage the collective management of resources.   
 
Underpinned by social capital theory (Moran, 2005; Stam & Elfring, 2008), 
knowledge- and resource based view of the firm (Cabrera-Suárez, De Saá-Pérez, & 
García-Almeida, 2001; Loane & Bell, 2006), and the organizational capability view 
(Hoopes & Madsen, 2008; K. E. K. Möller & Törrönen, 2003; C. L. Wang & Ahmed, 
2007), the present thesis proposes an integrative conceptual framework (Figure 1) that 
encompasses social capital (i.e., structural, relational embeddedness), knowledge 
acquisition (i.e., internal knowledge integration, external knowledge absorption), firm 
value-creation (i.e., product or service, organization innovation), and business 
performance (i.e., responsiveness to change, business growth).   
 
a) Relational embeddedness
b) Structural embeddedness 
Social capital
Context
Network relationships
a) Internal network
b) External network 
Knowledge acquistion
a)Knowledge integration (internal)
b) Knowledge absorption (external)
Firm value-creation
a)Product/service innovation
b) Organizational innovation
Outcomes
Business performance
a)Responsiveness to change
b) Business growth 
Mechanisms and processes of 
resource exchange and organizational capability building
 
Figure 1. Integrative conceptual framework of Network Relationships for 
Business Performance (NRBP) 
 
Social capital theory concerns with the significance of relationships as a resource for 
communal action (J. Nahapiet & Ghoshal, 1998).  Social capital is multi-dimensional 
concept (Woolcock & Narayan, 2000), involving key components related to network 
relationships such as social interaction (Adler & Kwon, 2002; Inkpen & Tsang, 2005), 
value and norms (Arregle, Hitt, Sirmon, & Very, 2007; Pearson, Carr, & Shaw, 2008), 
trust (Casson & Giusta, 2007; De Carolis & Saparito, 2006), and network structure and 
resources (Stam & Elfring, 2008). 
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Resource- and knowledge-based views of the firm explain how tacit knowledge 
appears and develops as a consequence of an individual’s interaction with a situation or 
environment.  As the most distinctive and specialized resource available to firms is 
knowledge that enables them to employ, manipulate, and transform various 
organizational resources effectively, knowledge which is embodied within people can 
be regarded as a foundation of a firm’s core capabilities and is fundamental to the 
development of its value proposition.  Through network relationships, firms acquire 
knowledge resources from external network sources, then adapt them into their 
existing, internal knowledge resources, in order to develop new capabilities, by 
recombining or transforming their existing capabilities.   
 
The organizational capability view regards the firm essentially as a bundle of relatively 
static and transferable resources, which are then transformed into capabilities through 
dynamic and interactive firm-specific processes, where individual skills, organization 
and technology are indistinguishably intertwined (Madhok, 1997).  Organizational 
capability has been identified as a major source for the generation and development of 
sustainable business advantage (Schreyögg & Kliesch-Eberl, 2007).   
 
STUDY 1 
Study 1 involves a cross-sectional survey designed to test an hypothesized model and 
related hypotheses developed on the basis of research and theory.   
 
Method 
Participants 
Participants are business managers and executives (e.g., CEOs, general managers, 
sales/marketing managers, product/operation managers) from Malaysian SMEs.  
Classification of Malaysian SMEs is based on the Malaysian Standard Industrial 
Classification (MSIC) 2000 codes.   
 
Almost 71% of respondents are under the age of 40 years, 51% are female, and 46.6% 
hold tertiary qualification.  Businesses were founded between 1971 and 2010.  Almost 
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43% of firms can be identified as family enterprises, with most companies situated in 
the retail/wholesale (32.7%), ICT (12.5%), and food/beverages (12.0%) sectors. 
Instrument: The Network Relationships Effect on Business Performance 
Questionnaire (NREBPQ) 
Based on an extensive literature search, the NREBSQ incorporates validated and 
reliable scales: social capital (Arregle et al., 2007; Moran, 2005; Tsai & Goshal, 1998); 
knowledge acquisition (Nieto & Quevedo, 2005; Tiwana, 2004); firm value-creation 
(Walker, 2007); and business performance (Achtenhagen, Naldi, & Melin, 2010; 
Jaworski & Kohli, 1993; Wiklund, Patzelt, & Shepherd, 2009).  Measures developed 
by a number of researchers (Arregle et al., 2007; Tiwana, 2004; Tsai & Goshal 1998) 
are adapted for the purposes of this investigation, and extend related studies (Moran, 
2005; Wu, 2008) in the area.   
Data Collection Procedure 
The sampling frame used was drawn from the business directory website of SME 
Corporation Malaysia, the Secretariat to the National SME Development Council 
(NSDC).  Respondents originate from the Klang Valley region of Malaysia, an 
area comprising Kuala Lumpur and its adjoining suburbs, and adjoining cities and 
towns in the state of Selangor, which is referred to as the metropolitan area of Kuala 
Lumpur.   
 
350 questionnaires were administered to business owners/CEOs/business 
managers/executives of Malaysian SMEs from various sectors in July, 2009.  Over a 
five month period, 242 questionnaires were returned by mail, yielding a response rate 
of 69.1%.  Of the 242 respondents, 34 respondents who indicated holding non-
managerial positions were excluded.   
Statistical Procedures 
Data analyses were undertaken in four principal stages: data screening, exploratory 
factor analysis (EFA), confirmatory factor analysis (CFA), and structural equation 
modelling (SEM) analysis, using SPSS 16.0 and AMOS 18.  EFA and CFA were 
employed to test the extent to which, observed items are linked to their underlying 
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latent factors.  SEM analysis was used to identify the magnitude of direct and indirect 
effects of social capital orientation on business performance through knowledge 
acquisition and firm value-creation.     
 
Results  
Overall, an hypothesized model (Figure 2) was developed and tested revealing that 
particular elements of internal social capital (structural & relational embeddedness), 
external social capital (market contacts, industry players), knowledge acquisition 
(knowledge integration & absorption), and firm value-creation (products/services & 
organization innovation) are significant antecedents of business performance 
(responsiveness to change, business growth).  The present findings reveal that social 
capital significantly affects knowledge acquisition, firm value-creation, and business 
performance with specific, identified links between their elements.   
 
 
All  p < 0.01.      significant relationship.      non-significant relationship 
 
Figure 2. Final path model of hypothesized relationships 
 
RC BG 
Internal network 
External network 
Knowledge acquisition Firm value-creation 
Business performance 
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As expected, network relationships play a significant role in affecting knowledge 
exchange and organizational capability to sustain business.  Social capital enhances 
internal knowledge integration and external knowledge absorption.  Subsequently, 
network relationships enable entrepreneurs to create value through innovation (i.e., 
product, service, organizational) in order to gain a business advantage.  External 
networks and product/service innovation have a significant effect on responsiveness to 
change, highlighting the importance of network relationships and integrating social 
capital into resource exchange and capability building. 
 
 STUDY 2 
Study 2 is an in-depth investigation of three Malaysian SMEs.  The overarching aims 
of Study 2 are to extend findings of Study 1 and to acquire an in-depth understanding 
of business managers’ attitudes to network relationships orientation, organization 
capability building (i.e., knowledge acquisition, firm value-creation), and business 
performance.  In pursuit of these aims, face-to-face interviews were conducted with 
business managers in a selected sample comprising a private business, a NGO, and a 
government agency.  These interviews form the basis of a multiple-case study through 
which findings are analysed, compared, and interpreted.   
 
Method 
Participants 
Firms were selected from three broad industry categories: textile, meetings and 
conferences, and business financing (Table 1).  As a relatively small, family-owned 
business, Noor Arfa is a leading pioneer of the manufacture of hand-drawn Malaysian 
exotic batik textiles.  Sarawak Convention Bureau (SCB) is a not-for-profit 
organisation, limited by guarantee.  Appointed by the Sarawak State Government, SCB 
officially promotes and markets Sarawak, Malaysia, as a priority destination for groups 
and associations to hold meetings, incentives, conferences, and exhibitions.  PUNB is 
Malaysia’s national entrepreneur development corporation, focusing on developing 
high-potential Bumiputera SME entrepreneurs.   
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Sample selection was based on five main criteria: comparison of private enterprises 
versus government agencies, family versus non-family, and product versus service 
providers; preparedness of business managers to participate; judgment, and 
convenience. Knowledgeable informants who experience and view the focal 
phenomenon from diverse perspectives were also targeted.   
 
 
Table 1. Selected organizations 
Category Private enterprise Government-linked agency Non-government organization 
Company 
name 
Noor Arfa Batik Sarawak Convention Bureau 
 (SCB) 
Perbadanan Usahawan Nasional Berhad 
(PUNB) 
Industry Textile, fashion and 
accessories 
Meetings, incentives, 
conferences, exhibitions 
(MICE) 
Business financing and consulting 
services 
Trade Creative products Provision of collaborative 
assistance 
Provision of capital assistance 
 
Instrument: Interview Protocol 
A semi-structured questionnaire was used as the basis of each interview.  Within this 
structure, interviewees were permitted, and encouraged, to range freely in their 
responses. Subsidiary questions were posed when clarification of information was 
required.   
 
Data Collection Procedure 
Interviews were conducted on site in the offices of interviewees, between November 
2009 to November 2010.  Semi-structured interviews were held for between 45-to-60 
minutes.  With signed consent, interviews were audio-taped and transcribed.   
 
Data Analytic Procedures 
Data analytic procedures involve an interactive, intuitive, and linear step-by-step 
process (Figure 3).  The primary aim of data analysis is to generate understanding of 
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respondents’ views of relevant, important, and relationships between relevant and 
important social network factors.  A hybrid approach incorporating a data-driven 
induction and deductive priori template of codes was adopted.  Analysis began with 
data coding, within-case analysis, cross-case analysis, and culminated in building four 
causal network models.   
 
Results  
As shown in Figure 3, findings from a cross-case analysis show that social capital is 
associated with the presence of business dynamics and strong venture support.  All 
cases recognize the importance of fostering relationships within internal and external 
business network circles, to expand access to tangible (e.g., technology resources, 
investment in customer service) and intangible resources (e.g., knowledge, 
competencies, motivation, reputation), and industry platforms. 
   
Network relationships 
orientation
Internal network
External network
Knowledge orientation
Knowledge 
integration
Knowledge 
absorption
Firm’s value-creation
Product/service 
innovation
Organizational
innovation
Business performance
Responsiveness to 
change
Business growth
Flexibility, receptiveness 
to transformation, 
optimism, positive 
attitudes
Competitiveness, 
business resilience, 
business expansion, 
family business 
ancestrya
Incremental 
innovation, 
resource efficiency, 
creativity
Organizational 
improvement, 
business dynamic
Scheduled 
meetings, internal 
records & 
documentation, 
constant learning
Open-door policy, 
collaborativeness
RQ5
RQ1
Social capital
Structural 
embeddedness
Relational 
embeddedness
Clear 
organizational 
structures & roles, 
professionalism, 
develop sense of 
belonginga
Network 
database, regular 
contact and 
updates
RQ2
RQ3
RQ4
H1
H14
H2
H3
Market contacts
Industry players
H4
H5 H6
H7
H8
H9
H10
H11
H12
H13
The CEO, business 
managers, staff 
members, board 
of director, family 
members a, 
franchisees
Note. signifies relationships explained in qualitative section. signifies links explained in quantitative section.           
 signifies non-significant links explained in quantitative section.   signifies association relationships.   a Only 
applicable to family business context.              
 
Figure 3. A composite causal network model of the impact of network 
relationships on business performance 
 
All three cases acknowledge the presence of social capital in both internal and external 
network ties.  However, network focus orientation seems to be determined by the 
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nature of network settings and relationship strategies with which each business is 
committed.  Consistent with Nahapiet and Goshal (1998), Noor Arfa (Case Study 1) 
maintains dual-focus on internal and external network relationships for exploiting 
embedded, actual, and potential resources, the findings of which support Mustafa and 
Chen (2010) that immediate and extended family play different roles in the 
development of businesses.  In contrast, the Sarawak Convention Bureau, SCB (Case 
Study 2) and Perbadanan Usahawan Nasional Berhad, PUNB (Case Study 3) place 
more emphasis on bridging forms of social capital (Adler & Kwon, 2002, p. 19) by 
fostering an external-oriented focus on their business networks.      
 
The present cross-case analysis shows that each component of network relationships is 
integral for achieving business performance.  While managing network ties (i.e., 
frequency of interactions, time spent, closeness, trust) and embedded resources (i.e., 
expertise, skills, knowledge) are important, the integration and balancing of knowledge 
elements contribute substantially to creating business value possibly in the long-term.  
Thus, entrepreneurs and business managers appear to view value-creation processes as 
a crucial part of building firm-specific capabilities for sustainable entrepreneurial 
development.  Businesses also seem to be responsive to market changes (competitor 
strategies on product/service, changes in government incentives and policies, capital & 
resource availability) and pay heed to customer feedback, via their networks, ensuring 
appropriate alignment and synchronization between networks, resources, and value-
creation strategies.          
 
Conclusion 
The present thesis explores factors related to network relationships that lead to business 
performance.  Within the context of a mixed methods design involving two related 
studies, this thesis investigates social capital, knowledge acquisition, and firm value-
creation as sources of business performance in two cohorts of Malaysian SMEs.  The 
most important empirical findings derived from Study 1 are significant causal 
relationships between social capital, knowledge acquisition, firm value-creation, and 
business performance, demonstrating that social capital theory, the knowledge- and 
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resource-based view of the firm, and the organizational capability view are appropriate 
platforms for grounding investigations of business performance.  In terms of Study 2, a 
cross-case analysis shows that each component of network relationships is integral for 
achieving business performance.  Understanding how network structures promote intra- 
and inter-organizational knowledge transfer as well as value-creation processes help to 
enhance our understanding of organizational capabilities.   
 
Overall, findings reveal that strategies regarding network relationships held by business 
managers, relating to external market contacts (i.e., customers, suppliers) and industry 
players (competitors), are significant sources of social capital.  Identifying and 
managing network relationship sources (i.e., internal versus external networks) are 
important, in order to organize and strategize intangible embedded resources (e.g., 
knowledge) for deployment of network relationship benefits as firm social capital.  In 
line with Makadok (2001, p. 387) who identified these mechanisms as resource-
picking and capability-building, network relationships as resource management 
mechanisms linked with knowledge and value-creation are imperative for generating 
organizational capability to sustain business.  Future studies would benefit from the 
development, testing, and application of integrative business network models which 
they could employ to assist entrepreneurs in managing their networks and resources, in 
association with business performance.  Future research might consider the application 
and replication of the proposed conceptual model. 
 
The present thesis culminates in a number of important implications for research, 
policy, and practice. First, this is the first study that integrates social capital theory, 
knowledge- and resource-based view of the firm, and the organizational capability 
view, to understand network effects on business performance in the SME context.  
Second, the present thesis simultaneously tests interrelationships between social 
capital, knowledge acquisition, firm value-creation, and business performance utilizing 
a mixed methods approach involving the development and subsequent testing of a full 
SEM model, and development of three causal network models, leading to the formation 
of a composite, triangulated causal network model; thus, enriching our understanding 
of the network effects on business performance.   
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Third, the present thesis provides a multi-perspective view from SMEs entrepreneurs 
and business managers representing enterprises, a government-linked company, and a 
non-government organization, enhancing the methodological rigor of this thesis.  
Fourth, the present integrative framework provides new insights for Government and 
policy-makers.  Establishment of sectoral network foundations (i.e., sectoral 
associations, relationships and resource repository), favourable conditions (i.e., 
providing critical network and partnerships assistance, communication facilities, 
reliable and up-to-date information) and incentives (i.e., self-funded support to sectoral 
partnership) for knowledge acquisition, firm value-creation via innovation can be 
targeted for maximising the network impact for sustaining businesses.  Finally, SMEs 
should embrace the notion of strategic flexibility in order to survive during times of 
stability, change, and turbulence.  In selecting and pursuing strategies to sustain 
businesses, entrepreneurs and SME business managers need to review regularly their 
network relationship objectives.   
 
In conclusion, this thesis provides complementary views, where respective theories 
(i.e., social capital, organizational capability) inform different but interrelated aspects 
of organizational strategy geared to achieving business performance, to establish 
important insights into organizational management practice, with deeper understanding 
of the relationships between various organizational forms and arrangements of network 
relationships for business performance.  The present integrative framework makes a 
unique contribution to research on social capital, enhancing our understanding of key 
elements and interrelationships contained within a complex web of dimensions, 
involving Malaysian SMEs.   
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Chapter 1 
Introduction 
This chapter begins with an overview of the present thesis, providing a 
description of the purpose and background, and the rationale.  Research 
objectives and a summary of the methodology for Studies 1 and 2 are then 
presented, and the current chapter concludes with an outline of the thesis 
structure. 
 
This thesis investigates factors related to network relationships that contribute to 
business performance.  Within the context of a mixed methods design involving two 
related studies, the present thesis investigates social capital, knowledge acquisition, and 
firm value-creation as sources of business performance in Malaysian small-to-medium 
enterprises (SMEs).  The key objective of this thesis is to develop and empirically test a 
framework of the processes and activities of network relationships which lead to 
business performance. 
 
Despite an increasing interest in the effects of network relationships on enterprises 
(Casson & Giusta, 2007; Hoang & Antoncic, 2003; 2007), relatively little empirical 
evidence has been reported on linkages that might form an integrative, holistic model, 
incorporating three interrelated factors: social capital, knowledge acquisition, and firm 
value-creation.  Although, entrepreneurship literature has documented the influence of 
social capital (Anderson, Park, & Jack, 2007; Baron & Markman, 2000; Florin, 
Lubatkin, & Schulze, 2003), knowledge acquisition (Nieto & Quevedo, 2005; Tsai, 
2001), and firm value-creation (Lepak, Smith, & Taylor, 2007; Tan, 2007) on 
enterprise performance, the present thesis explores the interrelationships between these 
three factors within the context of organizational network relationships, organizational 
capabilities, and business performance. 
 
Garrido (2009) suggested paradigms based on a network-oriented perspective to 
generate the evolvability and viability of organizations, for business sustainability 
(p.213).  The present thesis however, focuses on business managers’ subjective views 
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of network relationships as drivers of business performance.  This thesis takes the 
position that social capital, knowledge acquisition, and firm value-creation are 
synergistic, interrelated, and sources of business performance, evolving over time.  
This perspective is compatible with relatively recent management views focusing on 
organizational capabilities (Svahn & Westerlund, 2007; Un & Montoro-Sanchez, 
2010).  As discussed in the Rationale section of this chapter, there were a number of 
important reasons for undertaking this research.  Prior to reviewing these reasons, the 
following section provides an overview of the theoretical background underlying this 
thesis. 
 
Theoretical Background 
Factors contributing to a firm’s adoption of a network-oriented approach have gained 
the attention of a number of researchers (C. T. Street & Cameron, 2007; Svahn & 
Westerlund, 2007).  Despite an extensive body of literature on network relationships in 
entrepreneurship, a number of investigators have debated the theoretical relevance of 
social capital theory (R. Lee, 2009; Tsai, 2000), resource-based view of the firm (C. T. 
Street & Cameron, 2007; Un & Montoro-Sanchez, 2010), and network-enabled 
organizational capabilities (Zaheer & Bell, 2005) to this topic of research.  These 
theories provide explanations of the intangible resources embedded within different 
structures and the content of network relationships that can help to ensure that 
businesses remain viable, if not successful, in dynamic or turbulent environments.  
 
The present thesis explores the relationships between content and process variables.  
Content variables focus on internal and external ties such as closeness, shared value, 
and trust (Adler & Kwon, 2002), while process variables consider antecedent, content, 
processes, and consequences including knowledge acquisition and firm value-creation 
(Adler & Kwon, 2002; Li, 2007; J. Nahapiet & Ghoshal, 1998).  Conceptualizations 
and operationalizations of social capital relate to causal links between relevant 
elements associated with network relationships within an entrepreneurship context.  
The following section provides the rationale of the present thesis, identifying five 
significant reasons for undertaking this research. 
 3 
Rationale 
There are five reasons for investigating relationships between social capital, knowledge 
acquisition, firm value-creation, and business performance.  These reasons embrace a 
multifaceted perspective, taking into consideration the need to review empirically 
relationships between factors associated with network relationships; the specific 
context of network relationship elements in an integrative, holistic model; 
generalizability of findings emanating from cross-industry views; utilization of a mixed 
method design; and replication of a conceptual model in non-Western context. 
 
First, research (Casson & Giusta, 2007; Hoang & Antoncic, 2003; Tsai & Goshal, 
1998) stresses the important role of networks in promoting entrepreneurship.  Although 
Tsai and Goshal (1998) indicated that network relationships influence resource 
exchange and value-creation, a review of the literature reveals that social capital has 
not been investigated in relation to organizational capabilities linked to sustain 
businesses.  Perhaps, the processes, outcomes, and consequences of a hypothesized 
model of business performance within the context of network relationships could be 
mapped.   
 
Second, Dosi, Faillo and Marengo (2008) advocated a need to investigate potential 
antecedents and consequences of organization capabilities for long-term business 
sustainability.  A review of the literature indicates an absence of research examining 
the interrelationships between social capital, knowledge acquisition, and firm value-
creation, as precursors to business performance.  Möller and Svahn (2006) stated that 
while networks and knowledge do not create value independently, these resources 
contribute collectively towards value-creation, leading to a business advantage.  
Johannessen and Olsen (2009), and Pitelis (2009) stated that knowledge creation and 
firm value-creation, geared by network relationships, help to create sustainable 
business advantage.  Accordingly, the present thesis bridges the gap in our 
understanding of linkages between network relationships, knowledge acquisition, and 
firm value-creation.     
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Third, entrepreneurship and strategic management research on network relationships 
usually occurs in the framework of a single industry (Schilling & Phelps, 2007), with 
an emphasis on manufacturing firms (Park, Shin, & Kim, 2010; Tsai, 2001; Tsai & 
Goshal, 1998).  By way of contrast, this thesis examines network relationships across a 
wide cross section of Malaysian SMEs, enhancing the generalizability of findings.  In 
so doing, this thesis explores experiences of entrepreneurs in a non-Western context 
and acknowledges the contribution of social capital framework to our understanding of 
global entrepreneurship. 
 
Fourth, a number of researchers (Florin, Lubatkin, & Schulze, 2003; Kaasa, 2009; Stam 
& Elfring, 2008) have utilized multivariate analyses such as structural equation 
modelling and multiple regression techniques to test hypotheses when investigating 
relationships between network elements.  However, Lee (2009) suggested that mixed 
methods provides an opportunity for presenting a balanced explanation of network 
structural forms, an inter-subjectivity of interpretation, and a portrayal of the dynamic 
nature of interacting elements.  Hence, the present thesis utilizes a mixed-method 
approach (Johnson, Onwuegbuzie, & Turner, 2007), incorporating quantitative (Study 
1) and qualitative procedures (Study 2).  Qualitative case studies provide investigators 
with opportunities to build an in-depth understanding within contextual settings 
(Creswell, Hanson, Clark, & Morales, 2007).  In this research, the case study method 
includes both deductive and inductive strategies enabling corroboration and extension 
of findings derived from Study 1. 
 
Finally, the present thesis explores antecedents and consequences of network 
relationship orientations in social capital development in the pursuit of business 
performance in the context of Malaysian SMEs.  Saleh and Ndubisi (2006) suggested 
that Malaysian SMEs must develop business networking and strategic alliances as 
opportunities for SMEs to gain competitive advantages for successful business 
development.  Thus, a key purpose of the present thesis is to gain an in depth 
understanding of the role of business networking in promoting the success or otherwise 
of Malaysian SMEs.  
 5 
Research Objectives 
This thesis integrates relevant conceptualizations derived from three research streams 
that, traditionally, have progressed independently of each other, namely: strategic 
management (knowledge acquisition, social capital), organizational studies (firm value-
creation, organization capabilities), and entrepreneurship (business performance).  
Thus, the overall objective of this thesis is to integrate variables from these fields in 
order to develop and to test a model of network relationships for business performance 
(NRBP) on Malaysian SMEs.  
 
Study 1, aims: 
1. to explore relationships between the component factors of social capital, 
knowledge acquisition, and firm value-creation in building organizational 
capabilities;  
2. to investigate the extent to which social capital, knowledge acquisition, and 
firm value-creation contribute to business performance; 
3. to propose a research model incorporating antecedents and consequences of 
social capital. 
 
Study 2, aims: 
1. to determine the antecedents and consequences of network relationships 
when building organizational capabilities to sustain business; 
2. to identify the common and unique characteristics of social capital, 
knowledge acquisition, firm value-creation, associated with 3 case studies, 
as revealed through a cross-case analysis. 
 
As noted earlier, the current thesis utilizes mixed methods of both qualitative and 
quantitative approaches (Johnson et al., 2007). A concurrent nested design is employed, 
involving synchronized qualitative and quantitative analyses, with quantitative methods 
dominant in the integration phase.  Study 2 provides an in-depth understanding of 
relationships between network relationships acquisition, organization capabilities, and 
business performance.  Detailed descriptions of the methodologies of Studies 1 and 2 
are presented in Chapters 3 and 4, respectively.  
 6 
Thesis Structure 
This section outlines the structures of this thesis.  Chapter 2 provides an extensive 
review of the pertinent literature, leading to the development of a conceptual model of 
network relationships.  An analysis of network relationships as sources of business 
performance is presented, with a discussion of variables comprising a proposed 
hypothesized model involving social capital, knowledge acquisition, and firm value-
creation. 
 
Chapter 3 reports on Study 1. This chapter begins with a discussion of the relevant 
methodological and research paradigms employed.  Justification is provided for the 
application of an integrative framework incorporating a mixed-method design 
underpinning this thesis, followed by a description of participants and data collection 
procedures.  The measures adopted to assess constructs comprising the present 
hypothesized model, statistical procedures, and the validity and reliability of research 
instruments are described.  Data screening processes, results arising from exploratory 
factor analyses (EFA) and confirmatory factor analyses (CFA) on latent variables, and 
tests of hypothesized relationships using structural equation modelling (SEM) are 
presented.  This chapter concludes with a discussion of findings in relation to research 
in the area, the limitations associated with this investigation, and recommendations for 
future research. 
 
Chapter 4 reports on Study 2, which utilizes a case study method.  This chapter begins 
with a brief introduction, then details the current methodology, describing the case 
study research design including participants, instruments, and criteria for evaluating the 
validity and reliability of case study research data collection procedures.  Chapter 4 
concludes with an evaluation of qualitative data analytic procedures, incorporating 
within-case analysis, cross-case analysis, causal network modelling and thematic 
analysis.  The within-case analysis involves interview material and secondary data 
derived from three Malaysian SMEs; Noor Arfa, Sarawak Convention Bureau (SCB), 
and Perbadanan Usahawan Nasional Berhad (PUNB).  Each case comprises an in-
depth review of the respective firms’ network relationship orientation, organizational 
capabilities, and factors associated with business performance.  Findings derived from 
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deductive and inductive analyses culminate in the development of specific causal 
network models for each company.  A cross-case analysis addresses five research 
questions in relation to current literature on this topic, examining the how, what, and 
why of findings derived from Study 1.  The inductive nature of qualitative research 
enabled the present researcher to extend the hypothesized model developed and tested 
in Study 1, and to propose theoretical conceptualization associated with SMEs business 
performance.  Finally, the three individual within-case networks are compared in order 
to identify similarities and differences.  An analysis of these cases identifies major 
themes replicated across entities.   
 
Chapter 5, the Conclusion, draws together key findings and elements of Studies 1 and 
2, revealing the unique contribution of this research.  This chapter discusses 
implications for theory, research, and practice, concluding with presentation of a broad-
based conceptual model of business performance, the conceptualization of which 
extend that proposed in Study 1. 
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Chapter 2 
Literature Review 
Chapter 2 begins with a review of pertinent literature on business 
relationships in entrepreneurships, and consists of two sections: contextual 
domain and theoretical domains.  The first section explores network 
relationships in the entrepreneurship context, including conceptual 
contributions to the identification of the dimensions of network 
relationships.  The second section discusses the relatively small body of 
literature on related theories underpinning this thesis and reviews empirical 
investigations conducted on network relationships.  Finally, this chapter 
presents a discussion of variables comprising a hypothesized model 
involving social capital, knowledge acquisition, and firm value-creation as 
sources of business performance.  This model forms the basis of testable 
research hypotheses.   
 
Networks and network relationships are relevant to business management and 
entrepreneurship development (Casson & Giusta, 2007; Hoang & Antoncic, 2003; Park 
et al., 2010), because no business is an island (Håkansson & Snehota, 2006, p. 257).  
Therefore, it is important to examine business networks and relationships, considering 
their impact on the behaviour of individuals, and evolution and management of 
organizations (Drakopoulou-Dodd et al., 2006).   
 
Möller and Halinen (1999) stated that the business environment of enterprises is 
undergoing a fundamental change as traditional markets are being rapidly changed by 
networks.  Besides their significant role as linking mechanisms in business, network 
relationships provide a social platform for entrepreneurship.  For this reason, networks 
can be regarded as an essential element in the entrepreneurial social process.  
 
An increasing appreciation of the utility, application, and importance of entrepreneurial 
networks is emerging (Drakopoulou-Dodd et al. 2006; Hoang & Antoncic, 2003).  
Network relationships have been the focus of a number of studies, which can be 
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classified across a number of different perspectives: entrepreneurial traits and behavior 
(Baron & Markman, 2000; Wincent & Westerberg, 2005); entrepreneurial 
opportunities (De Carolis & Saparito, 2006; Fuentes Fuentes, Ruiz Arroyo, Bojica, & 
Fernández Pérez, 2010; Mersha, Sriram, & Hailu, 2010); internationalization (Guercini 
& Runfola, 2010; Harris & Wheeler, 2005; Loane & Bell, 2006; Mustafa & Chen, 
2010); knowledge and resource sharing (Inkpen & Tsang, 2005; K. Möller & Svahn, 
2006); and firms’ capabilities and performance (Smart, Bessant, & Gupta, 2007; 
Zaheer & Bell, 2005).  Network relationships have also been investigated within the 
context of organization type: multi-national companies (Goerzen & Beamish, 2005; 
Williams & Lee, 2009); high-tech firms (Anderson et al., 2007; Siu & Bao, 2008); 
high-growth ventures (Florin et al., 2003; Slotte-Kock & Coviello, 2010); SMEs 
(Cooke, 2007; Wetsterlund, Rajala, & Leminen, 2008; Zain & Ng, 2006); and family 
business (Arregle et al., 2007; Mustafa & Chen, 2010; Salvato & Melin, 2008).  In the 
SME sector particularly, networks are regarded as providing diversity of knowledge, 
and access to resources and complementary assets (Zhou, Wu, & Luo, 2007), 
entrepreneurial opportunities for competition (Wetsterlund et al., 2008), and 
internationalization and innovation (Chetty & Stangl, 2010; Loane & Bell, 2006).   
 
The following section on Contextual Domain discusses the importance and complexity 
of network relationships in entrepreneurship worldwide, and their effect on knowledge 
acquisition, firm value-creation, and business performance.  Within the context of 
entrepreneurship, the subsequent section, Theoretical Domain, reviews theories 
underpinning research in this area. 
 
Contextual Domain 
In the context of entrepreneurship, business networks and relationships operate beyond 
so-called ordinary customer- and-supplier relationships (Drakopoulou-Dodd et al., 
2006).  Normally, business networking and relationships involve industrial networks of 
interrelated firms and other actors, such as government agencies and non-government 
organizations.  Hoang and Antoncic (2003) stated that entrepreneurs are embedded in 
social networks that play a critical role in the entrepreneurial process.  Social networks 
can be defined by a set of actors (individuals or organizations) and a set of linkages 
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between the actors.  Yamada (2004) noted that for entrepreneurs, human relations are 
always a resource. 
 
Entrepreneurial networking in specific social environments facilitates entrepreneurial 
tasks such as opportunity seeking and resource assembling.  In this way, 
entrepreneurship is a significant social practice where networking acts as an organizing 
and governing mechanism to provide meaning, identity and resources (Drakopoulou-
Dodd et al. 2006, p.114).  Another important reason why contemporary research on 
entrepreneurial processes should focus on entrepreneurial networking, networks 
provide firms with access to knowledge, resources, markets, and technologies (Inkpen 
& Tsang, 2005; Mustafa & Chen, 2010).   
 
Network Relationships in Entrepreneurship 
Entrepreneurship fosters continuous enterprise development and survival in the long-
term, rather than being a one–off success mission.  Stafford et al.  (2010) noted that a 
motivation for staying-in-business drives entrepreneurs for long-term survival and 
success.  Entrepreneurs, particularly in the SME sector, are often advised to develop 
network relationships with external organizations that have a potential to assist 
business development, survival, and growth (C. T. Street & Cameron, 2007).  Hence, a 
sound understanding of the factors and dimensions of network relationships can help 
firms to survive and prosper for the long-term.   
 
Drakopoulou-Dodd et al. (2006) exploring the issues of network mechanisms, 
processes, and enterprise development and growth in a multi-method study, proposed 
that entrepreneurs negotiate venture growth through network interactions,  helping to 
improve entrepreneurial effectiveness.  Networks extend beyond the reach of 
individuals and are much more than an extension of resources.  They are a mode of 
being entrepreneurial. 
 
Networks relationships are complex and show a propensity to change according to 
environmental contexts, a firm’s stage of development, and growth.  Anderson, Dodd 
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and Jack (2010, p. 121) stated that networks are a socially constructed strategic 
alliance for instituting change, helping companies to grow and create their future. 
Understanding the relationships between interrelated entrepreneurial network factors, 
can be gained by exploring the content of network interactions, particularly focusing on 
intangible resources and knowledge (Tsai, 2001).  As shown in Figure 2.1, the present 
thesis explores business networks and relationships by examining the core issues of 
social capital, knowledge acquisition, firm value-creation, business performance within 
a conceptual framework. 
 
a) Relational embeddedness
b) Structural embeddedness 
Social capital
Context
Network relationships
a) Internal network
b) External network 
Knowledge acquistion
a)Knowledge integration (internal)
b) Knowledge absorption (external)
Firm value-creation
a)Product/service innovation
b) Organizational innovation
Outcomes
Business performance
a)Responsiveness to change
b) Business growth 
Mechanisms and processes of 
resource exchange and organizational capability building
 
Figure 2.1. Conceptual framework of network relationships for business 
performance 
 
The Nature and Characteristics of Network Relationships 
Most entrepreneurship studies examine three areas of network relationships: network 
content, governance, and structure (Hoang & Antoncic, 2003; Slotte-Kock & Coviello, 
2010).  In regard to network content, business networks are viewed as enabling actors 
to gain access to a variety of resources, held by other actors through interpersonal and 
inter-organizational relationships (Hoang & Antoncic, 2003).  In uncertain and 
dynamic conditions in which entrepreneurial activities occur, networks can help to 
gauge the underlying potential of ventures by creating beneficial resource exchanges.  
Reliance on networks is not restricted to the start-up stage, but continues throughout all 
stages of development.   
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Governance is based on the mechanisms that coordinate, undergird, or support resource 
exchange within networks (Hoang & Antoncic, 2003).  Governance ties are reinforced 
by mutual feelings of attachment, reciprocity, and trust, supporting a commitment to 
resource exchange within network ties (C. Lee, Lee, & Pennings, 2001).  Network 
governance helps to explain the reliance on implicit and open-ended contracts 
supported by social mechanisms (e.g., power, influence, threat of isolation, loss of 
reputation) rather than by legal enforcement (Hoang & Antoncic, 2003, p. 166).   
 
Network structure can be defined as a pattern of relationships that is engendered from 
direct and indirect ties between actors (Hoang & Antoncic, 2003).  Network structures 
centre on differential network positioning that exert an influence on resource flows as 
well as on entrepreneurial outcomes (Hoang & Antoncic, 2003; Moran, 2005).  Within 
a network structure, network size and centrality determine the amount of resources an 
actor can access (Hoang & Antoncic, 2003).  The network structure of social ties has 
been the focus of network theoretical approaches to social capital (Adler & Kwon, 
2002), revealing the important effects of structural features of closed networks (where 
all of an individual’s important contacts know each other) and structural holes (where 
an individual’s contacts are mostly unacquainted) (Ahuja, 2000; Burt, 2001; Moran, 
2005; Zaheer & Bell, 2005).   
 
Burt (2001) argued that the benefit of social capital stems from non-redundant ties, as 
structural holes exist from the absence of ties among those to whom one is connected 
(unacquaintance), which could provide access to different, non-redundant sources of 
information and resources.  Moran (2005) contended that both closed networks and 
structural holes can be simultaneously accommodated in some organizational contexts. 
Besides, the presence of structural holes in networks can challenge the ability of actors 
to gain access to a diversity of resources (Hoang & Antoncic, 2003).   
Definitions of Network Relationships 
Entrepreneurial networks appear to be strategically significant as the networking 
process can be the enactment of the environment (S. Jack, Dodd, & Anderson, 2008).  
A network is defined as a collection of relationships that binds a group of independent 
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organizations together (C. T. Street & Cameron, 2007).  Hoang and Antoncic (2003) 
defined it in broadly, as a set of actors (individuals or organizations) and a set of 
linkages between the actors.  Casson and Giusta (2007, p. 224) proposed that a set of 
elements that are connected to each other form a network.  According to Casson and 
Giusta (2007), elements can be regarded as members (actors) of a network,  with each 
pair of members being connected, either directly or indirectly, creating connections or 
relationships between members.   
 
Network relationships in business are distinguished as purposeful networks, consisting 
of specific roles and value interactions oriented toward the achievement of a particular 
task or outcome (Allee, 2008, p.5).  Active agents of a network participate by playing 
particular roles in which they convert both tangible and intangible assets into 
negotiable offerings and fulfil different functions.  The definitions of network 
relationship vary, but essentially depend on whether the primary focus is on the 
configuration of ties (i.e., the structure of relations among actors) or on the quality of 
relationships between actors within linkages (Adler & Kwon, 2002; Moran, 2005).  
Typologies of Network Relationships 
Most scholarly works on business network relationships focus on distinctions between 
the bonding and bridging nature of network ties (Adler & Kwon, 2002; De Carolis & 
Saparito, 2006; Houghton, Smith, & Hood, 2009; R. Lee, 2009; Woolcock & Narayan, 
2000).  Lee (2009, p. 250) described bonding as inward, intra-community network 
linkages that help to cement homogeneous (similar) horizontal ties.  Such bonding 
relationships are developed internally within an organization, where actors 
communicate frequently.  In contrast, bridging relationships are open networks 
characterized by outward or extra-community network linkages across diverse social 
cleavages, entailing heterogonous (dissimilar) ties (R. Lee, 2009, p. 250).  Generally, a 
focus on external relations generates bridging forms of social capital, whereas a focus 
on internal ties within collectivities fosters bonding forms of social capital (Adler & 
Kwon, 2002). 
 
In line with Kang, Morris and Snell (2007, p.251), the present thesis explores the 
network ties and actors based on the relational archetypes of internal and external 
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business relationships.  Internal and external network relationships are distinguished 
according to a firm’s boundary of affiliation (Houghton, Smith & Hood 2009).  Internal 
networks are defined as those within organization ties, while external networks include 
individuals outside the organization.   
 
Internal network  
Internal networks include sets of activity-focused relationships between individuals 
(e.g., CEOs, CFOs, team members) within and among work groups (e.g., 
manufacturing, R&D, sales departments), and among the various work groups that 
make up an organisation (Allee, 2008).  Houghton, Smith and Hood (2009) stated that 
the larger the internal personal network, the more likely members of a team have their 
own networks to help secure implementation, cooperation, and a consensus for action.  
 
External network 
External-facing networks include those between an organisation and its suppliers, 
investors, strategic business partners (e.g., a business with a complementary product) 
and customers as well as other ties across organisational and industry boundaries, such 
as innovation networks (Allee, 2008). Houghton, Smith and Hood (2009) specified that 
external networks function as efficient information channels between a focal actor (the 
firm) and the other network members beyond the firm, including national, regional, and 
local trade associations.  
 
Lee, Lee and Pennings (2001) distinguished between external networks on the basis of 
partnership- and sponsorship-based linkages, which comprise ties to other enterprises, 
venture capitalists, universities and research institutes, and venture associations.  
Partnerships and strategic alliances with other enterprises can engender relationships 
with suppliers, customers, and other firms with complementary resources. Sponsorship-
based linkages tend to be unilateral relationships in which an outside party furnishes 
support without reciprocal exchange.  Sponsorship-based linkages occur, for example, 
when newly created firms receive major support from government agencies.  Firms that 
establish a size number of quality external network ties are able to gather diverse 
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knowledge and business ideas, and gain potential strategic opportunities (Houghton et 
al., 2009). 
 
The following section examines the pertinent literature on network relationships, and 
reviews extant models of social capital in relation to entrepreneurship. 
 
Theoretical Domain 
Business performance, is contingent upon network relationships to enable effective 
access and integration of business resources (e.g., physical assets, financial assets, 
technology) that enable firms to survive in turbulent market (Stafford et al., 2010).  For 
this reason, it would appear that social capital theory is an integral theoretical domain 
for the present thesis.  Network relationships are likely to have a significant impact on 
intangible resources (i.e., knowledge) and a firm’s ability to capture value over its 
rivals.  Figure 2.2 shows three conceptualizations underpinning this thesis: social 
capital theory, knowledge- and resource-based views of the firm, and the organizational 
capability view.  Knowledge- and resource-based views of the firm provide an 
exploration of knowledge acquisition.  The capability-based view offers a wide view of 
links between network relationships and firm value-creation towards business 
performance.  Figure 2.2 hows how these theories relate to and inform the current 
research. 
 
Network 
relationships
Social capital theory
Knowledge- and resource 
based views of the firm
Business 
performance
Capability-based viewilit - s  i
   Figure 2.2 Theoretical foundations for model development in the present thesis 
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Empirically, the present thesis explores the interrelationships between variables 
identified by three theories: social capital theory (Adler & Kwon, 2002; Burt, 2001; 
Houghton et al., 2009; Tsai & Goshal, 1998), resource- and knowledge-based views of 
a firm (Cabrera-Suárez et al., 2001; Loane & Bell, 2006) and the organizational 
capability view (Hoopes & Madsen, 2008; K. E. K. Möller & Törrönen, 2003).  By 
way of contrast, most studies in this area have been underpinned by a combination of 
theories including social capital and knowledge and resource exchange (Adler & 
Kwon, 2002; Tsai, 2001; Van Wijk, Jansen, & Lyles, 2008), or social capital and 
organizational capability of value-creation (Kang, Morris, & Snell, 2007; Kristian 
Möller & Rajala, 2007; Tsai & Goshal, 1998).  The following section reviews these 
theories.   
 
Social Capital Theory 
The present thesis focuses on network relationships as the sources rather than the 
consequences of social capital.  It is identifies that network relationships develop the 
important features of social capital (e.g, trust, reciprocity) in an iterative process 
(Woolcock & Narayan, 2000).  Social capital theory has been adopted widely across 
business and management (R. Lee, 2009; J. Nahapiet & Ghoshal, 1998; Woolcock & 
Narayan, 2000).  According to Casson and Giusta (2007), social capital is defined as 
the capitalized value of improvements in economic performance that can be attributed 
to high-trust social networks (p.221).  Emphasizing networks highlights the social 
aspect of social capital, while value of future improvements reflects a capital aspect.  
Anderson, Dodd and Jack (2010) argued that social capital is a social relational 
artefact, developed in interactions and residing within networks. Therefore, social 
capital can be regarded as a product of network relationships. 
 
Fukuyama (2002) defined social capital as simply a means of understanding the role 
that values and norms play in economic life.  Woolcock and Narayan (2000) defined 
social capital as the norms and networks that 
enable people to act collectively (p.226), reflecting both the individualistic and 
communal notions of social capital.  Broadly speaking, the concept of social capital 
includes any instance in which people cooperate for common ends, on the basis of 
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shared informal norms and values (Fukuyama, 2002, p. 23).  In this sense, norms and 
values are viewed as manifestations of social capital, facilitating exchanges, lower 
transaction costs, reducing the cost of information, and encouraging the collective 
management of resources.  Social capital also permits individuals to band together to 
defend their interests and support collective needs.  Thus, social capital resides 
primarily within a network (Anderson et al., 2010), and in many respects such 
networks constitute an important social asset (Fukuyama, 2002). 
 
Lee, Lee and Pennings (2001) argued that networks provide information benefits.  
Firms that have ties with the focal firm provide information (e.g., new technological 
and market opportunities), then solicit collaboration in exploiting new entrepreneurial 
opportunities. These firms can also make referrals on behalf of focal firms to third 
parties, which are in search of strategic alliances to exploit or explore new 
entrepreneurial opportunities.  Thus, focal firms which have high levels of social 
capital are strongly positioned to find entrepreneurial opportunities.   
 
Like other resources, sources of social capital lie in business structures within which a 
network actor is located (Adler & Kwon, 2002).  Accordingly, social capital can be 
differentiated from other types of resources by the specific dimension of social 
structure underlying it.  In this context, social capital is a resource available to actors, a 
function of their position in the structure of their social relations. This view is in line 
with Inkpen and Tsang (2005, pp.150-151) who defined social capital as the aggregate 
of resources embedded within, available through, and derived from the network of 
relationships possessed by an individual or organization.  As shown in Figure 2.1, the 
present thesis examines the way in which social capital affects firms acquire 
knowledge and create value from internal and external network relationships, and how 
social capital contributes to performance (i.e., growth, responsiveness to change).  
  
The Embeddedness of Social Capital 
Originally, social capital was used to describe relational resources embedded in 
personal ties, that are beneficial for the development of individuals in community 
social organizations (Tsai & Goshal, 1998).  Recent research has applied this concept 
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to a broad range of social phenomena, including relationships inside and outside a 
family (Arregle et al., 2007; Pearson et al., 2008; Salvato & Melin, 2008), relationships 
within and beyond a firm (Houghton et al., 2009; Huggins, 2010; Inkpen & Tsang, 
2005; Mu, Peng, & Love, 2008), organization-industry relations (Cooke, 2007), and 
social networks of engagement and reciprocity (Fukuyama, 2002; Putnam, 2001).   
 
Lee (2009) classified social capital as structural, relational, and cognitive.  The 
systematic review of these three dimensions provides a useful tool for scholars in 
analysing social capital theory, particularly for evaluating the role social capital plays 
in facilitating human interaction and exchange relationships for the development of 
business outcomes.  
 
Structural social capital includes impersonal configuration of linkages among 
individuals (R. Lee, 2009; J. Nahapiet & Ghoshal, 1998).  Relational social capital 
refers to the normative conditions and best practice that guide personal behavior and 
emotional attachment between individual actors (Adler & Kwon, 2002).  Cognitive 
social capital concerns the meaningful contexts of communication among and between 
actors (J. Nahapiet & Ghoshal, 1998).  In combination, these dimensions facilitate the 
exchange of information, knowledge and resources (Kang et al., 2007). 
 
Structural embeddedness 
The structural embeddedness component of social capital focuses on the micro aspects 
of network configuration and includes social interaction (Tsai & Goshal, 1998).  
Inkpen and Tsang (2005) identified three components of structural embeddedness: 
network ties, configuration, and stability.  Moreover, Adler and Kwon (2002) stated 
that an analysis of both direct and indirect linkages of network structures require 
attention to the quality of the constituent ties (e.g., frequency, intensity, multiplexity, 
configuration).   
 
Given the diversity of social networks, location of contacts in social structure of 
interactions can provide certain advantages for actors (Adler & Kwon, 2002; R. Lee, 
2009).  For this reason, positioning within a network is important because it can confer 
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differential access to information (De Carolis & Saparito, 2006).  Entrepreneurs can 
use their personal contacts to get jobs, to obtain information, and to access specific 
resources.  Hence, the structure of social networks influence social interaction, and 
consequently the ability to make contacts and access to specific business resources (R. 
Lee, 2009).   
 
Relational embeddedness 
Relational social capital refers to the normative conditions and best practices that guide 
individual actors' relations (R. Lee, 2009). The underlying normative conditions of 
trust, obligation, and expectations are key facets of the relational dimension (Lin & Si, 
2010). The significance of the relational embeddedness of social capital is evident, as 
network engagement, norms and trustworthiness have the potential to lead to 
organizational advantage (R. Lee, 2009).  The relational dimension of social capital 
characterizing relationships are to a large extent based on an amalgam of time, emotional 
intensity, intimacy, and reciprocal services, which facilitates the flow of fine-grained 
information and the transfer of tacit knowledge (De Carolis & Saparito, 2006). 
 
Scholars (Francesc Xavier Molina-Morales & Martínez-Fernández, 2010; Moran, 
2005; Nahapiet, 2009; Tsai & Goshal, 1998) propose that relational embeddedness is 
characterized by two attributes: trust and trustworthiness.  In deference to Barney and 
Hansen (1994), Tsai and Goshal (1998, p. 465) stated that trust is an attribute of a 
relationship, but trustworthiness is an attribute of an individual actor involved in the 
relationship.  As trusting relationships develop in a network, actors compile a 
reputation of trustworthiness that can become important information for other actors in 
the network (Tsai & Goshal, 1998). 
 
Trust as a manifestation of the relational dimension of social capital (Tsai & Goshal, 
1998), acts as a governance mechanism for embedded relationships (Claro, Hagelaar, 
& Omta, 2003).  Nahapiet and Ghoshal (1998) posited that being embedded in a 
network gives rise to a form of trust known as relational trust.  Emerging from repeated 
interactions between individuals over time that yield feelings of reliability and positive 
expectations of interdependence, relational trust is based on continung reciprocity 
(Adler & Kwon, 2002; De Carolis & Saparito, 2006).   
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Cognitive embeddedness 
The cognitive dimension of social capital is embodied in attributes like a shared code 
or a shared paradigm that facilitate a common under-standing of collective goals and 
proper ways of acting in a social system (J. Nahapiet & Ghoshal, 1998).  Shared 
systems of meanings and language facilitate the exchange of information, learning, and 
knowledge creation allowing individuals to share each other’s thinking processes (De 
Carolis & Saparito, 2006).   
 
Inkpen and Tsang (2005) proposed that cognitive embeddedness embraces a shared 
vision of which network members have similar perceptions, collective goals, and 
aspirations that promote mutual understanding.  Individual social actors who share 
values for implementing codes of conduct and have attitudinal similarities can also 
repeat efficient verbal exchange (Liao & Welsch, 2005).  In general, cognitive 
dimensions are related to network conversation patterns, shared narratives, myths, and 
informal systems that provide meaningful exchanges of information among the 
network actors. 
 
Table 2.1 provides a summary of key findings of a select cohort of empirical studies 
nvestigating the relationships between these three dimensions of social capital.  The 
predominant quantitative evidence identifies the contexts in which each of these 
dimensions predominates and independently intensifying entrepreneurial opportunities 
and firm capabilities (Moran, 2005; Tsai & Goshal, 1998).  
 
Overall, the social capital literature generally emphasizes the identification and 
measurement of tie and network characteristics for understanding the influence on 
resource exchange and firm performance.  The pertinent literature also tends to use 
theory underlying network processes as an explanation of causation in innovation.  
Importantly, a primary interest is the embeddedness of social capital (i.e., measurement 
of the extent of combination, or comparison of dimensional embeddedness) and its 
specific impact on enterprises.   
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Table 2.1 Selected empirical social capital studies within the field of 
entrepreneurship 
Author/s (year) Social capital 
dimension 
Key findings 
Liao and Welsh (2005) Structural, relational, and 
cognitive 
High-technology and non-technology 
entrepreneurs do not differ significantly on 
structural social capital.  High-tech entrepreneurs 
develop higher levels of relational social capital. 
Tsai and Goshal 
(1998) 
Structural, relational, and 
cognitive 
Structural, relational, and cognitive social capital 
are related significantly to resource exchange and 
thus innovation. 
Wu (2008) Structural, relational, and 
cognitive 
Information sharing plays a mediating role in the 
relationships between these three dimensions of 
social capital and firm competitiveness 
improvement. 
Moran (2005) Structural and relational Structural embeddedness plays a stronger role in 
explaining routine, execution-oriented tasks 
(managerial sales performance), whereas 
relational embeddedness plays a stronger role in 
explaining new, innovation-oriented tasks 
(managerial performance in product and process 
innovation). 
Yli-Renko, Autio and 
Sapienza (2001) 
Structural and relational Social interaction and higher trustworthiness are 
strongly related to knowledge acquisition. 
Tsai (2000) Structural and relational Strategic direction and structural and relational 
social capital affect the quality and formation of 
inter-organizational linkages. 
 
Lawson, Tyler and 
Cousins (2008) 
Structural and relational The broader the range and intensity of supplier 
integration, the greater the accumulation of 
relational capital. 
Mu, Peng and Love 
(2008) 
Structural and relational  Trust-based-ties develop in inter-firm interaction 
process, accelerate knowledge flow, and act as an 
informal governance mechanism between firms. 
Weak ties help firms to build initial relationships 
and strong ties help firms to acquire higher-
quality and fine-grained knowledge. 
Carmona-Lavado, 
Cuevas-Rodríguez and 
Cabello-Medina 
(2010) 
Structural and relational Organizational capital has an indirect effect on 
product innovation through positive influence on 
social capital. Firms can stimulate communication 
and interaction among people, and therefore 
innovative activity, by means of explicit and 
codified knowledge. 
Cooke (2007) Relational This research on social capital underlines the 
distorted nature of mainstream (neoclassical) 
economic theory by demonstrating relational 
embeddedness to be an important indicator of 
SME performance. 
Inkpen and Tsang 
(2005) 
Structural, relational, 
and cognitive 
Processes of inter-organizational knowledge 
transfer are affected by the nature of the network 
type in which an organization is embedded.  
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Resource – and Knowledge-Based Views of the Firm 
The resource-based view (RBV) of the firm suggests that their unique bundles of 
resources and capabilities serve an advantage for enterprises (J. B. Barney, 2000; 
Cabrera-Suárez et al., 2001; C. Lee et al., 2001; Makadok, 2001).  Wang, He and 
Mahoney (2009) stated that the RBV emphasizes the role of firm-specific knowledge 
resources, in helping organizations to achieve a sustainable competitive advantage.  
However, the deployment of firm-specific knowledge often requires key employees to 
make specialized human capital investments that are not readily re-deployable in other 
settings.  To transform a short-run competitive advantage into a sustained, business 
advantage requires that specific knowledge resources to be heterogeneous in nature and 
not easily mobile.  Thus, decisions to make such specialized investments are critical.   
 
Knowledge is embedded and carried through multiple entities including organizational 
policies, routines, documents, systems, culture, identity, and employees. Nevertheless, 
knowledge does not always flow easily within an organization as its tacit elements 
hinder its mobility.  With explicit knowledge, in contrast, transfer between sources and 
recipients is facilitated through transmission by codes or symbols.  Codifying 
knowledge has important consequences for the process of knowledge creation and 
innovation (Roberts, 2001).  Furthermore, knowledge transfer through socialisation can 
contribute to the creation of new knowledge.  Internal transfer of knowledge sets the 
basis for innovation and improving efficiency, thus realizing the potential value of that 
knowledge (Cabrera-Suárez et al., 2001).  
  
As a recent extension to the RBV framework (Curado & Bontis, 2006), the knowledge-
based view of the firm (KBV), regards knowledge as a specific organizational resource.  
Originating from the strategic management literature, this perspective builds upon and 
extends the RBV (Alavi & Leidner, 2001).  KBV considers knowledge as the most 
strategically significant resource of a firm.  Although the RBV recognizes the 
important role of knowledge in firms that achieve a competitive advantage, proponents 
of the knowledge-based view of the firm argue that the RBV treats knowledge as a 
generic resource, rather than having special characteristics (Mentzas, 2004).  RBV does 
not distinguish between different types of knowledge-based capabilities (i.e., 
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synthesize, enhance, expedite) in large-scale intra- and inter-firm knowledge 
management (Alavi & Leidner, 2001). 
 
Kang, Morris and Snell (2007) argued that recent theories of strategic management 
have shifted towards resource- and knowledge-based views of the firm.  Knowledge is 
the most distinctive and specialized resource available to firms, enabling them to 
employ, manipulate, and transform various organizational resources effectively.  
Knowledge embodied within people is the foundation of a firm’s core capabilities and 
is fundamental to the development of its value proposition.   
 
Cabrera-Suárez, De Saá-Pérez and García-Almeida (2001) combined these two 
perspectives into the resource- and knowledge-based views of the firm as a way of 
determining distinctive aspects of tacit knowledge and resource in achieving a business 
continuity in family firms.  The resource- and knowledge-based views of the firm 
explain how tacit knowledge appears and develops through the interaction between an 
individual and a situation. 
 
Lee, Lee and Pennings (2001) utilized both the RBV and social capital theory to help 
explain firm performance, suggesting that both these frameworks integrated and 
considered to account for entrepreneurial wealth creation.  In order to create value and 
economic wealth, it is important for entrepreneurs to accumulate firm internal 
capabilities and develop external networks simultaneously (Lee et al., 2001, p. 636). 
 
The KBV has also been employed with social capital theory to understand how 
network relationships contribute to efficiency in knowledge exploitation (Grant & 
Baden-Fuller, 2004; Yli-Renko et al., 2001).  Grant and Baden-Fuller (2004) proposed 
the usage of knowledge-based theory of a firm to identify the advantages of 
knowledge-accessing provided through network collaboration and strategic alliances.  
 
Table 2.2 reports the key findings of a number of studies utilizing RBV and KBV, to 
address knowledge resource issues in network relationships.  Knowledge resources are 
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transferred internally and externally through network relationships, to provide a basis 
upon which to develop organizational capabilities.  
 
Table 2.2 Selected empirical studies using resource-based view, knowledge-based 
view, and a combination of the two 
Author/s (year)
 a
 RBV/KBV/combination Key findings 
Grant and Baden-
Fuller (2004) 
Knowledge-based view of the 
firm 
Inter-firm alliances are motivated by firms’ 
desire to acquire knowledge from one another.  
Network alliances contribute to the efficiency 
in knowledge application; by improving the 
efficiency with which knowledge is integrated 
into the production of complex goods and 
services, and by increasing the efficiency by 
which knowledge is utilized. 
Yli-Renko, Autio 
and Sapienza (2001) 
Knowledge-based view of the 
firm 
Findings reveal that knowledge acquisition 
mediates relationships between social 
interaction and new product development, 
social interaction and technological 
distinctiveness, relationship quality and new 
product development, and customer network 
ties and new product development. 
Knowledge acquisition also partially mediates 
between network ties and technological 
distinctiveness. 
Lee, Lee and 
Pennings (2001) 
Resource-based view of the 
firm 
Linkages to venture capital companies predict 
start-up’s performance. Sponsorship-based 
linkages do not have individual effects on 
performance but linkage with financial 
institutions has a multiplicative effect with 
technological capabilities and financial 
resources invested on a start-up’s 
performance. 
Kang, Morris and 
Snell (2007) 
Resource- and knowledge-
based views of the firm 
Firms can renew knowledge stocks by 
managing the knowledge flows across the 
different employee cohorts found in the 
network relationship architecture, 
accompanied and supported by particular 
management practices. 
Cabrera-Suárez, De 
Saá-Pérez and 
García-Almeida 
(2001) 
Resource- and knowledge-
based views of the firm 
Tacit knowledge which is embedded in a 
founder and its transmission can become a 
source of competitive advantage. The strategic 
importance of knowledge transfer in family 
businesses can help in solving the succession 
problem and the successor’s training – key 
processes in developing and protecting that 
knowledge and guaranteeing the continuity of 
the family business. 
Note: a A number of authors have contributed to the development of these concepts.  Those represented 
in this table can be regarded as related prominent contributors. 
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Organizational Capability View 
Organizational capability has attracted much interest primarily in the field of strategic 
management (Barlatier & Giannopoulou, 2011; Schreyögg & Kliesch-Eberl, 2007).  
Via network relationships, firms acquire knowledge resources from external network 
sources, then adapt them to their existing, internal knowledge resources to develop new 
capabilities, resulting into recombination or transformation of existing capabilities. 
 
The knowledge held and experiences of employees and embedded in an organization’s 
activities are also identified as essential to the evolution of organizational capability.  
According to Holbrook et al. (2000), knowledge (e.g., specific technologies) and 
networking for information (i.e., from rivals, buyers, other firms) are required in 
shaping capability creation.  Thus, knowledge is an important factor underlying 
organizational capability and, consequently, competitive heterogeneity (Hoopes & 
Madsen, 2008, p.415).     
 
Organizational capability is also identified as a major generator of sustainable business 
advantages (Schreyögg & Kliesch-Eberl, 2007).  Peteraf and Barney (2003) posited 
that the capability of an organization to create more value than the least efficient 
competitor is central to the generation of a sustainable profit advantage.  Dosi, Faillo 
and Marengo (2008) distinguished capability from organizational routines, with the 
former referring to a capacity to generate a specific action, while the latter concerns the 
methods for actions requiring repetitive, low levels of information processing. 
 
Within the capability debate, emphasis has shifted to the ability of organizations to 
change and quickly develop new capabilities as a critical prerequisite for sustaining 
competitive advantage (Schreyögg & Kliesch-Eberl, 2007).  Two key concepts: a 
firm’s ability to change and dynamization (i.e., to keep the business growing) 
predominate this debate (Schreyögg & Kliesch-Eberl, 2007, p. 914).  The notion of 
sustainable business advantage seems to address dynamic organizational capability by 
being agile and flexible, in order to meet the demands of rapidly changing market 
environments (Ramayah et al., 2005). 
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Table 2.3 Selected empirical studies related to organizational capability view  
Author/s (year)
  a
 Key concepts defining organizational capabilities Classification of 
related concepts 
Zahra, Sapienza and 
Davidsson (2006) 
Firms develop abilities (i.e., substantive problem-
solving, ability to alter capabilities) to reconfigure 
continually or to revise a firm’s resources and routines, 
and integrate them into their operations in the manner 
envisioned and deemed appropriate by its principal 
decision make(s). 
 Responsiveness 
to change 
Wang and Ahmed 
(2007) 
A firm’s behavioral orientation changes constantly to 
integrate, reconfigure, renew and recreate its resources 
and capabilities, and to upgrade and reconstruct its core 
capabilities in response to the changing environment to 
attain and sustain competitive advantage. 
 Responsiveness 
to change 
Schreyögg and 
Kliesch-Eberl (2007) 
Capabilities are conceptualized in the context of 
collective organizational problem-solving. The strengths 
of capability-based behaviour and its recursive 
reproduction can add up to a barrier to adaptation and a 
burden with respect to flexibility and change. The 
critical focus is on the inability of organizations to 
change their familiar ‘ways of doing’ when confronted 
with new developments. 
 Responsiveness 
to change 
 Business growth 
Garengo and 
Bernardi (2007) 
Firm’s ability to manage managerial processes that  
determine how well a competitive advantage is 
sustained, with the assumption that an organization 
evolves over different stages of development, and 
organizational change evolves across life-cycle stages 
 Responsiveness 
to change 
  Business growth 
Peteraf and Barney 
(2003) 
The ability to entrepreneurially create value that 
ultimately allows businesses to survive and grow. 
 Business growth 
Drakopoulou-Dodd, 
Jack and Anderson 
(2006) 
Developing capability to match needs direct strategic 
change, which leads organizational change and growth. 
 Responsiveness 
to change 
 Business growth 
Note: a A number of authors have contributed to the development of these concepts.  Those represented 
in this table are some who can be regarded as related prominent contributors. 
 
Table 2.3 summarizes the key findings of a select number of studies concerning 
organizational capability in different contexts, leading to the identification of 
responsiveness to change and business growth, as a way of gaining an enduring 
business advantage.  For this reason, the current thesis takes this position.  
 
As mentioned earlier, social capital theory (C. Lee et al., 2001; Moran, 2005; Tsai & 
Goshal, 1998), resource- and knowledge-based views of the firm (Cabrera-Suárez et 
al., 2001; Kang et al., 2007), and the organizational capability view (Holbrook et al., 
2000; Hoopes & Madsen, 2008; Schreyögg & Kliesch-Eberl, 2007) underpin Study 1.  
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The following section, Hypotheses Development, outlines hypotheses comprising an 
hypothesized integrated model of social capital, knowledge acquisition, firm value-
creation, and business growth (Figure 2.1). 
 
Hypothesis Development 
The current hypothesized model proposes that social capital embedded in network 
relationships shapes the processes necessary for the acquisition of knowledge resources 
and ultimately organizational capability development.  Simultaneously examining both 
knowledge acquisition and firm value-creation provides an indepth understanding of 
pivotal role played by organizational capability in helping to sustain business.  
 
Network Relationships Orientations and Social Capital Dimensions 
The literature (Hoang & Antoncic, 2003; J. Nahapiet & Ghoshal, 1998) notes that 
networks can be regarded as a principal operating medium through which resources are 
articulated, obtained, and exchanged.  Further, Anderson, Park and Jack (2007, p. 264) 
stated that social capital is contained and contextualized by the network.  Within this 
context, the present thesis examines social capital dimensions (i.e., structural, relational 
embeddedness) from the perspective of internal (intra-organizational relationships) and 
external networks (inter-organizational relationships with market and industry players). 
 
Relational embeddedness of social capital.  As mentioned earlier in the section on 
Social Capital Theory (p.19), the relational embeddedness component of social capital 
relates to trust and trustworthiness.  Adler and Kwon (2002, p. 19) view trust in terms 
of bonding relationships within collectivities foregrounds the internal network ties.  
Bonding social capital perspective concerns the impact of collective internal ties and 
the substance of network relationships within collective relationships (De Carolis & 
Saparito, 2006).  Lee (2009) proposed that bonding involves actors who communicate 
frequently and develop similar levels of strong trust, emotional intimacy, and mutual 
empowerment, thus forging relational elements in internal networks.  Given its 
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importance, the present thesis concentrates on the relational embeddedness of social 
capital in internal networks.   
 
Structural embeddedness of social capital.  Structural social capital includes social 
interactions and the frequency of contact and connectivity levels among and between 
actors’ network relations (Adler & Kwon, 2002; R. Lee, 2009; Moran, 2005).  This 
dimension involves patterns of network connections that an individual (e.g., 
entrepreneur, business manager) has with family, friends, and acquaintances, 
particularly for the exploitation of material benefits in business (R. Lee, 2009, p. 250).   
 
Knowledge Acquisition Dimensions 
Knowledge acquisition, also referred to as knowledge management (Alavi & Leidner, 
2001; Lundvall & Neilsen, 2007; Swan et al., 1999), and knowledge accumulation 
(Chang & Lee, 2008; Dosi et al., 2008), denotes a firm’s ability to acquire and exploit 
knowledge resources from both internal and external sources.  Kang, Morris and Snell 
(2007) argued that the most distinctive and specialised resource available to a firm is 
knowledge, enabling businesses to employ resources for organizational advantage.  
Moreover, people-embodied knowledge can be viewed as the foundation of a firm’s 
core capabilities and fundamental for value proposition (Kang et al., 2007, p. 236).   
 
In this thesis, the internal processes of knowledge accumulation and exchange are 
referred to as knowledge integration.  Knowledge assimilation and transfer from 
external sources are associated with knowledge absorption.  
 
Knowledge integration.  In this thesis, knowledge integration concerns internal 
knowledge accumulation, coordination, and replication throughout an organization.  
This process involves knowledge-recombination and knowledge-manipulation 
practices in associated with subtle network configuration (Chirico & Salvato, 2008). 
Hargadon and Fanelli (2002) suggested that organizational knowledge is the product of 
an on-going and recursive interaction between different types of knowledge.  
Interaction among actors transfers knowledge and hence alters the actors' minds 
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(Stefanos Mouzas, Henneberg, & Naudé, 2008, p. 171).  Furthermore,  Mouzas, 
Henneberg and Naudé (2008) argued that interfirm network insight develops through 
knowledge integration internally, through multilateral interactions within a network.   
 
Knowledge absorption.  A firm’s interactions with external partners can facilitate inter-
organizational knowledge exchange, potentially enhancing firm performance (De 
Clercq & Dimov, 2008).  In addition to relying on internal knowledge development, 
firms look for knowledge beyond their boundaries and benefit from access to external 
knowledge.  Bierly, Damanpour and Santoro (2009) argued that two processes related 
to knowledge absorption from outside sources are knowledge transfer and exploitation 
of knowledge for organizational development and business advantage.  Importantly, the 
different components and influences of absorptive capacity as a construct should be 
acknowledged, because of its association with different processes in the organization 
and differing influences on a firm’s strategic choices and outcomes (Bierly et al., 2009; 
Zahra & George, 2002). 
 
The success of internal knowledge integration influences a firm‘s ability to absorb 
knowledge from outside.  However, an understanding of the conditions under which 
the application of external knowledge can be directed towards exploration or 
exploitation is crucial, because the strategic decision to cooperate with another firm can 
be influenced by an organization’s motivation to use the knowledge gained to explore 
new ideas or to exploit existing knowledge capabilities (Bierly et al., 2009).  Internal 
coordination capabilities support the sharing and absorption of knowledge about 
identified opportunities, evaluation frameworks and exploitation strategies across 
borders (Williams & Lee, 2009).  Therefore, there appears to be a relationship between 
internal knowledge integration and external knowledge absorption. 
 
Social Capital and Knowledge Acquisition 
Generally, knowledge acquisition is identified as a direct benefit  of social capital 
(Inkpen & Tsang, 2005).  Most research (Houghton et al., 2009; Huggins, 2010; Inkpen 
& Tsang, 2005) shows evidence of the influence of network relationships on 
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knowledge acquisition.  Inkpen and Tsang (2005) explored a set of conditions related 
to knowledge transfer for different network types.  A key argument is that the potential 
for knowledge acquisition is created through membership of networks, and the 
enduring exchange relationships contained within.  For this reason, this thesis explores 
the characteristics of business relationships from a network perspective, including those 
associated with different organizational contexts and issues.  Moran (2005) 
concentrated on two dimensions of social capital (e.g., relational, structural) in relation 
to managerial performance, concluding that relational dimension plays a stronger role 
in explaining managerial performance in product and process innovation, whereas 
structural dimension influences managerial sales performance.   Lee (2009) stated that 
relational and structural social capital dimensions can contribute to the development of  
actual and potential business resources, highlighting the significance of these two 
dimensions.  As noted by Anderson, Park and Jack (2007), there is something to be 
gained by comparing and viewing  internal and external networks as different nodes of 
social capital do represent resources, again activated by the application or 
employment of social capital (p. 264).  Thus, it is hypothesized that: 
 
H1: The relational social capital of internal networks is related positively to knowledge 
integration. 
H2: The structural social capital of internal networks is related positively to knowledge 
integration. 
H3: The structural social capital of internal networks is related positively to knowledge 
absorption. 
H4: The structural social capital of an external network with other industry players is 
related positively to knowledge absorption. 
H5: Internal knowledge integration is related positively to external knowledge 
absorption. 
 
Firm Value-Creation Dimensions 
Kang, Morris and Snell (2007) argued that organizational knowledge embedded in a 
variety of entities (e.g., tools, tasks, technologies, people) is crucial to the development 
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of value propositions in business.  The proposition of value is a projection of customer 
expectations, making  value-creation a pivotal factor (Grönroos & Ravald, 2011).  
Allee (2008) asserted that networks and roles can be considered as value conversion 
mechanisms that convert intangible assets (e.g., human knowledge, ways of working, 
reputation, interaction) into negotiable forms of value.  Allee (2008, p. 7) went onto 
describe the processes of value conversion as value realization, the capability of a 
business to convert both tangible and intangible assets into other forms of negotiable 
value, and to realise value for organizational development and business advantage. 
 
Firm value-creation involves innovation that establishes or increases a consumer’s 
valuation of the benefits of a particular product or service (Johannessen & Olsen, 
2010).  In today’s competitive environment, innovation is important to obtain and 
sustain a business advantage (Alwis & Hartmann, 2008; Duane Ireland & Webb, 2007).  
Innovation can herald value for individuals, teams, and organizations, and can even 
provide a relatively low-cost production process (Chang & Lee, 2008).  As Tsai and 
Goshal (1998, p. 468) noted, the processes of resource exchange and combination may 
be associated with innovation that may serve as an indicator for firm value-creation.   
 
In the context of network relationships, processes of exchange and innovation should 
consider two components of resources: people within business networks (network 
actor) and knowledge (including intangible skills, expertise) embedded within the 
people.  Thus, two forms of innovation can be employed to explain firm value-creation: 
product or service innovation (innovation of products, production procedures, 
processes, equipment) and organizational innovation (included administrative 
innovation of managerial projects, organizing, staffing, leading, controlling) (Chang & 
Lee, 2008; Damanpour, Walker, & Avellaneda, 2009).  Obviously, these two types of 
innovation are related to ideas, knowledge, and assets (product or service innovation) 
and people via organizational structure and network configuration (organizational 
innovation) for realising firm value-creation. 
 
Product or service innovation.  For the purposes of this thesis, it is taken that product 
or service innovation help to maintain and improve organizational performance,   
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through offering of new or modified products and services to existing or new customers 
(Damanpour et al., 2009).  Hitt, Hoskisson and Kim (1997) stated that the long-term 
performance of firms can be based, at least partially, on their ability to develop product 
and process innovations. 
 
Organization innovation.  In line with Daft (1978) and Damanpour (1991), Chang and 
Lee (2008) viewed organizational innovation in terms of administrative innovation and 
management technique.  Organizational innovation includes organizational production 
or operating systems and associated administrative or managerial processes 
(Damanpour et al., 2009). This type of innovation is basically related to the 
organizational settings involving the network actors.  Elaborating on value-creation and 
innovation, Johannessen and Olsen (2010) suggested that firms need to search for new 
ways of organizing (e.g., a front-line focus on those closest to the customers).  
 
Knowledge Acquisition and Firm Value-Creation 
Knowledge can be a source of a diverse range of opportunities constituting discovery 
and creativity (Chang & Lee, 2008),  the processes of which can lead to knowledge 
acquisition and firm value-creation (innovation) through the diversity and the sources 
(network actors) of knowledge.  Effective knowledge acquisition (absorbing external 
knowledge and integrating it into a firm’s own knowledge and creativity) can lead to 
the development of new techniques, new products and new management methods 
which are critical for enterprises in pursuit of firm value-creation.   
 
Chang and Lee (2008) investigated the effects of knowledge accumulation on 
organizational innovation.  Specifically, relationships between knowledge integration 
and organizational innovation are based on the knowledge activities of firms.  By 
establishing excellent knowledge management systems within an organization, it is 
possible for firms to make effective use of their resources (Chang & Lee, 2008).  In 
order to avoid stagnation of new ideas, and innovative products and processes, Zain, 
Richardson and Adam (2002) noted that firms need to interact with many business 
entities in the environment and engage with knowledge-related activities.  Thus, the 
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integration and application of knowledge can trigger innovation activities in an 
organization (Chang & Lee, 2008, p. 6).  Within the context of external networks, 
innovations resulting from external knowledge have the potential to enhance and 
differentiate products and services (Yli-Renko et al., 2001).  Obtaining external 
knowledge and appropriating it for developing innovative outcomes is critical to a 
firm’s success (Bierly et al., 2009).  Thus, it is hypothesized that: 
 
H6: External knowledge absorption is related positively to product and service 
innovations. 
 
Tsai and Goshal (1998) stated that resource (i.e., knowledge) combination and 
exchange in turn influence firm value-creation in the development of new products 
through innovation. In parallel with this view, De Clercq and Dimov (2008) noted that 
internal knowledge integration represents an important driver of firm value-creation 
because it opens new productive opportunities for firms and enhances their ability to 
exploit these opportunities.  Accordingly, it is hypothesized that: 
 
H7: Internal knowledge integration is related positively to product and service 
innovation. 
 
Relationships between knowledge diversity (i.e. the knowledge domain) and the 
domain to which this knowledge could be applied (i.e. the product domain) determines 
the efficiency with which firms use such knowledge (Grant & Baden-Fuller, 2004).  
Efficient utilization of knowledge is achieved when the knowledge domain closely 
matches the knowledge requirements of a firm’s product domain.  
 
Firms confront the challenge of establishing a close fit between their knowledge and 
product domains (De Clercq & Dimov, 2008).  Firms strive to utilize either their 
existing, internal knowledge to expand their product range or to generate new products.  
Firms often need to introduce new products, because of growth limitations on existing 
products. However, development of new products sometimes requires knowledge 
extending beyond the firm.  In turn, mismatches of knowledge and product domains 
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determine the extent to which firms can benefit from inter-firm relationships (Grant 
and Baden-Fuller, 2004).  In other words, the potential value firms derive from network 
alliances depends on the mismatch in a firm’s knowledge and product domains.  
Accessing external knowledge offers an effective strategy when there is incongruity 
between what the firm knows and what it intends to do (De Clercq & Dimov, 2008, p. 
586). 
 
H8: Organizational innovation is related positively to product or service innovation. 
 
Direct Effects of Social Capital and Firm Value-creation 
Osajalo (2008, p. 51) stated that innovation and business networks essentially belong 
together.  Innovation should not be seen as the product of one actor but as the result of 
interaction (e.g., knowledge transfer, joint problem-solving, trust building) between 
several network actors.  Tsai and Goshal (1998) confirmed the association between 
social capital and firm value-creation.  Supporting this notion,  Johannessen and Olsen 
(2010) postulated that innovation is established or enhanced through connections with 
customers and bysearching for external ideas.  Yli-Renko, Autio and Sapienza (2001) 
examined linkages between social capital and knowledge acquisition and exploitation, 
and innovation performance. These investigations, inter alia, suggested the patterns of 
association of these factors are crucial, particularly in the early stages of enterprise 
development (Liao & Welsch, 2005).  Therefore, it is hypothesized that:  
 
H9: The structural social capital of an external network with market contacts is related 
positively to organizational innovation. 
 
Business Performance  
Business performance reflects firm growth and capability, signifying outcomes over 
time, and the development of organizational capability from a complex blend of 
networks, knowledge, and innovation.  Slotte-Kock and Coviello (2010) argued that 
entrepreneurs engage in purposeful action, that are influenced predominately by forces 
external to a venture or network, affecting performance and business effectiveness 
 35 
(Barlatier & Giannopoulou, 2011).  Hence, the present thesis focuses on the impact of 
network relationships, and how firms strategize networks and resources towards 
sustaining business, via acquisition and management of knowledge and organizational 
capability.  
  
Stafford et al. (2010) recognized the importance and the multi-dimensionality of 
bonding, bridging network relationships, social capital, and knowledge and resource 
transactions during times of stability and change.  Social capital can have positive or 
even negative effects on firm performance, suggesting that network relationships 
differentially affect business viability and sustainability.  In this thesis, business growth 
and responsiveness to change are employed as measures of business performance, 
reflecting level of sustainable entrepreneurial development.    
 
Business growth.  Anderson, Dodd, and Jack (2009) posited that network relationships 
and trust develop over time, helping to foster growth.  These investigators identified 
five patterns of network activity (i.e., liberating, inspiring, visioning, articulating, 
implementing) that enable growth in enterprises.  Processes of growth are recognised as 
complex and are an essential characteristic of entrepreneurial behavior.  Accordingly, 
in this thesis, growth intentions/aspirations and willingness to grow are used as 
measures of firm development (Achtenhagen, Naldi, & Melin, 2010). 
 
Entrepreneurial strategic management approaches to small business are different to 
those of large organizations  (Snyman, 2003; Wickham, 1998; Wiklund, Patzelt, & 
Shepherd, 2009).   Organizational growth means more than just an increase in size 
(Wickham, 1998, p. 223).  Although  organizations  grow  as  a  coherent  whole,  
growth  is  best  understood  as being  multi-faceted.  In line with this view, Snyman 
(2003) concluded that given the multi-faceted nature of organizations, entrepreneurs 
needed to constantly view the growth  and  development  of  their  venture  from  a  
number  of  different  perspectives.  
  
In regards to growth of new ventures and small businesses, a number of perspectives 
should be taken into consideration: financial, strategic, structural, and organizational 
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(Snyman, 2003); attitudes towards growth and growth opportunities (Wiklund et al., 
2009); and entrepreneurial spirit, strategic thinking, possibility of growth (Lazenby, 
2004). It should be noted that instruments used in this thesis are established and 
validated measures utilized in previous studies (Achtenhagen et al., 2010; Jaworski & 
Kohli, 1993; Wiklund et al., 2009).  
 
Responsiveness to change. Firms are affected by environmental and structural changes 
(Stafford et al., 2010).  According to Wang and Ahmed (2007), organizational 
capabilities influence long-term business performance.  Verdú and Gómez-Gras (2009) 
proposed that responsiveness to change can be regarded as an organizational capability, 
enabling companies to face environmental fluctuations.  Supporting this notion,  
Maguire, Koh and Magrys (2007) noted that flexibility, agility and responsiveness to 
change and uncertainty are vital for creating sustainable, long-term competitive 
advantage, growth and survival.   
  
Firm Value-Creation and Business Performance  
As innovation is a principal factor triggering business growth, Tsai and Goshal (1998) 
contended that firms that can continually develop new products, systems, and services 
that meet the demands of customers are more likely to achieve success.  In the current 
global competitive business climate, firms must maintain their innovation activities in 
order to sustain business growth and take a leading position in the marketplace (Chang 
& Lee, 2008).   Despite the business scale, no innovation means a very slim chance of 
survival (Chang & Lee, 2008, p. 6).  Thus, it is hypothesized that: 
 
H10: Product or service innovation is related positively to responsiveness to change. 
Direct Effects of Social Capital and Business Performance 
Social capital processes focus on how the quality, content, and structure of social 
relationships affect other resource flows and facilitate strategic sustainability (Salvato 
& Melin, 2008).  Stafford et al. (2010) addressed the complexities of long-term 
business sustainability through recognizing a connection between internal and external 
relationships in business.  These authors emphasize the importance of bridging social 
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capital, and interpersonal and resource transactions in times of stability and change, as 
well as the multi-dimensionality of business achievements, to sustain business.   
 
Small businesses in particular are often advised to develop relationships with external 
organizations that have the potential to assist business development and survival (C. T. 
Street & Cameron, 2007).  Stevenson and Spring (2007) noted that responsiveness to 
change involves flexibility in regard to processes and external network (i.e., market 
contacts, industry players).  Thus, it is hypothesized that: 
 
H11: The structural social capital of external networks with industry players is related 
positively to responsiveness to change. 
H12: The structural social capital of external networks with market contacts is related 
positively to responsiveness to change. 
 
Organizational flexibility is also an important factor, contributing to business growth.  
Indeed,  fast-changing environment innovations are critical for business survival (Alwis 
& Hartmann, 2008).  Since business growth and development are affected by the 
external environment, Chang and Lee (2008) contended that firms should monitor, 
control, and predict the changing directions of different environmental factors.   Thus, 
it is hypothesized that: 
 
H13: Responsiveness to change is related positively to business growth. 
 
The Hypothesized Relationships between Social Capital, Knowledge Acquisition, 
Firm Value-Creation, and Business Performance 
A member of scholars (J. Johannessen & Olsen, 2009; Moran, 2005; Tsai, 2001; Yli-
Renko et al., 2001) recognize the knowledge dimension of networks and its link with 
business performance.  It is noteworthy that, although network relationships have been 
researched extensively in the context of competitive business dimensions (i.e., social 
capital embeddedness, internal and external knowledge acquisition, firm value-
creation, business growth and performance).  Explicitly linking social capital, 
networks, knowledge/resource acquisition and exploitation, and business performance, 
propelled the present investigator to explore how the internal and external dimensions 
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of network relationships influence organizational capability, and ultimately business 
performance.     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2.3 Hypothesized relationships between social capital, knowledge 
acquisition, firm value-creation, and business performance 
 
Figure 2.3 shows key antecedents and postulated relationships inherent in the proposed 
conceptual model.  This hypothesized model suggests thirteen causal effect 
relationships to be tested.  Hypotheses have been developed to explain relationships 
between main factors and their related dimensions (social capital, knowledge 
acquisition, firm value-creation, business performance).   
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Conclusion 
Chapter 2 provides an indepth review and discussion of issues associated with the 
contextual linkages between network relationships, knowledge acquisition, firm value-
creation, and business performance.  Three theories (i.e., social capital theory, the 
resource- and knowledge-based view of the firm, the organizational capability view) 
provide a broad-based lens for examining the impact of network relationships on 
business performance.  The integration of these three theories provides a solid 
theoretical basis for this thesis.   
 
Drawing upon the network relationships model entrepreneurs are accommodated within 
the context of networks relationships and changing business environment.  The present 
review clarifies issues associated with definition and measurement of network 
dimensions, culminating in an adoption of a social capital model measuring the 
influences of organizational capability on business performance.  This thesis argues 
that organizational capability comprises social capital embeddedness, knowledge 
acquisition, firm value-creation, and business performance, providing a convincing 
theoretical understanding of associations between network relationships and business 
performance. 
 
Thirteen hypotheses, emerging from literature linking the multidimensional entities 
involving network relationships, social capital embeddedness, knowledge and tacit 
resources, innovation, and business performance, underscore the present model 
building and hypotheses testing processes.  The following chapter presents Study 1, 
describing the present methodology, reports on the quantitative testing of the 
hypothesized model, and culminates in a discussion of these results. 
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Chapter 3 
Study 1 
Chapter 3 reports on Study 1 including the Methodology, Results, and 
Discussions sections.  The present chapter begins with a brief introduction 
of the research approach adopted for this thesis.  A justification for 
applying mixed method designs as well as the development of a research 
framework underpinning this thesis is provided.  Subsequently, a description 
of hypothesized relationships, the research design, data collection and 
statistical procedures, and a discussion on validity/reliability of the 
research instruments are outlined.  This chapter concludes with an 
examination of findings, a review of study limitations, and a discussion of 
implications for future research. 
 
This thesis employs a mixed methods design for Study 1 (quantitative) and Study 2 
(qualitative).  In promoting the application of mixed methods research, Hanson et al. 
(2005) highlighted that having both quantitative and qualitative data helps researchers 
to enrich their results in ways that one form of data does not allow.  Study 1 establishes 
an understanding of the phenomena of interest by testing a theoretical model of social 
capital effects on business performance via a contextual, field-based investigation.  
Study 2 extends findings emanating from Study 1.  The following section discusses 
pertinent research paradigms/approaches. 
 
Research Paradigm 
Paradigms are ways of understanding, specifying the thinking underlying specific 
research methods (Alise & Teddlie, 2010).  According to Jennings (2007), there are 
eight principal research paradigms (i.e., positivism, post-positivism, critical realism, 
critical theory, constructivism-interpretivism, feminist perspectives, postmodern, 
participatory), distinguished by their epistemology, methodology, ontology, and 
axiology.  Each involve their philosophical assumptions about research and research 
tools, instruments, participants, and methods (Ponterotto, 2005).   
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Mixed methods investigations are grounded theoretically in post-positivism.  Post-
positivists utilize mixed methods approaches to justify the influence of specific 
contexts of research and investigators (Jennings, 2007).  As posited by Betzner (2008), 
post-positivism establishes causality through research design, statistical hypothesis 
testing, and energetically assessing alternative possible explanations for findings (p. 
16). 
 
There are three stances (i.e. purist, pragmatic, dialectical approaches) reflecting 
researchers’ perspectives when incorporating paradigms involving mixed methods 
research (Betzner, 2008; Cresswell & Clark, 2007).  The present thesis adopts a 
pragmatic approach (Greene & Caracelli, 1997) which emphasizes three principles of 
methodological design (practicality, contextual responsiveness, consequentiality).  The 
latter is portrayed by making decisions based on practical characteristics and 
consequences.     
 
Johnson, Onwuegbuzie and Turner (2007) articulated that the primary philosophy of 
mixed research is pragmatism, respecting fully the wisdom of both quantitative and 
qualitative methods.  Adding that, by considering multiple viewpoints, perspectives, 
and standpoints, mixed methods’ research is an approach to knowledge (theory & 
practice).  For this thesis, the rationale for adopting mixed methods paradigm is geared 
to significance enhancement (Johnson et al.2007), by facilitating the richness of data, 
and augmenting the interpretation and usefulness of findings.   
 
Research Design 
Mixed Methods Designs 
Johnson et al. (2007) espoused that mixed methods research is an intellectual and 
practical synthesis based on qualitative and quantitative research (p. 113).  As this 
approach recognizes the strengths of both traditional qualitative and quantitative 
research, mixed method designs have emerged as a trend in the social sciences (Hanson 
et al., 2005).  It is argued that mixed method designs can offer an informative and 
balanced approach by considering the nexus of contingencies in outcomes and themes 
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of social capital, knowledge acquisition, firm value-creation, and business 
performance, key components of the current thesis which focuses on business network 
relationships.  
 
Hanson et al. (2005) identified six primary types of mixed methods designs (i.e., 
sequential explanatory, sequential exploratory, sequential transformative, concurrent 
triangulation, concurrent nested, concurrent transformative), defined by five criteria of 
procedural notations, given priority, explicit theoretical perspective, implementation 
approach, and integration stage.  The present thesis utilizes a concurrent nested design 
by undertaking synchronized quantitative and qualitative methodological procedures, 
with quantitative methods dominant in the integration phase.  Quantitative dominant 
mixed methods enable a postpositivist view while concurrently recognizing the 
addition of qualitative data (Johnson et al. 2007).  As noted earlier, a quantitative 
perspective is dominant (Figure 3.1), with an incorporated nested (embedded) 
qualitative paradigm being utilized to address different research questions and to 
explicate the empirical findings on different cohorts of participants examined in the 
present thesis.   
 
 
 
 
 
Figure 3.1 Typology of concurrent nested design (Hanson et al., 2005; Johnson et al. 2007) 
 
As posited by Hanson et al. (2005), concurrent data collection, analysis, and integration 
procedures help to triangulate and converge findings from different 
groups/sectors/company types.  Steps related with this design are shown in Figure 3.2.  
This thesis involves four phases: Phase 1- concurrent data collection for Studies 1 & 2; 
Phases 2- concurrent data analyses; and Phases 3 & 4 - integration of concurrent 
findings and triangulation.  Thus, concurrent and independent implementation of 
measures that rule out history (sequential) and investigator biases are notable features 
of this thesis.  A triangulation (Johnson et al. 2007) approach adopted during the 
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integration phase and as part of a validation process, was employed to help explain 
variance underlying the phenomena under investigation.  In line with Thurmond’s 
(2001) notion of triangulation (data, investigator, theory, methodological, analytical), 
the current quantitative and qualitative data collection procedures were carried out 
independently, but concurrently, ensuring limited interaction or influence between data 
sources (Bryman, 2006).  
 
As shown in Figure 3.2, the research design was mixed across three phases (Alise & 
Teddlie, 2010): conceptualization (Phase 2), experiential (Phases 3), and inferential 
(Phase 4).  In Phase 2, the conceptualization stage involves formulating paths based on 
the relevant literature, theory, and research design.  The experiential stage (Phase 3) 
involved mixed methodological and analytical processes, and the inferential stage 
(Phase 4) incorporated emerging explanations and inferences.   
 
Study 1 involves a cross-sectional survey research design to test an hypothesized model 
and related hypotheses developed on the basis of research and theory.  Measures 
developed by a number of researchers (Arregle et al., 2007; Tiwana, 2004; Tsai & 
Goshal 1998) are adapted for the purposes of this investigation, and extend related 
studies (Moran, 2005; Wu, 2008) in the area.   
   
Study 2 is an in-depth investigation of four small-medium enterprises (SMEs) based on 
company type, and involves qualitative research utilizing a multiple case design.  
Business managers were interviewed in order to develop an in-depth understanding of 
drivers of business performance.  In addition, the use of open-ended questions 
(Appendix E) provided the present investigator with pre-information to develop 
emergent themes towards phenomena of interests. Study 2 findings are embedded 
within the conceptual framework developed from the literature review and empirical 
evidence derived from Study 1.  The Method section below describes participants of 
Study 1, construct measures, issues relating to validity and reliability of the present 
Network Relationship Effects on Business Performance Questionnaire (NREBPQ), and 
statistical procedures adopted.  Chapter 4 reports on Study 2. 
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Figure 3.2 Concurrent nested research procedures  
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Method 
Sampling Procedures 
The sampling frame used was drawn from the business directory website of SME 
Corporation Malaysia, the Secretariat to the National SME Development Council 
(NSDC).  Respondents originate from the Klang Valley region of Malaysia, an 
area comprising Kuala Lumpur and its adjoining suburbs, and adjoining cities and 
towns in the state of Selangor, which is referred to as the metropolitan area of Kuala 
Lumpur.  Klang Valley is a business nexus hub with modern business facilities (Siwar 
& Kasim, 1997), and has experienced the highest urbanization rate (87.6%) compared 
to other states in Malaysia (Ho, 2008).  As a result, a substantially high proportion of 
businesses maintain a presence in the Klang area, or nearby districts, contributing to a 
competitive business presence. 
 
SMEs sector are widely recognized as an engine of economic growth in developing 
countries (Mersha, Sriram, & Hailu, 2010; Peters & Brijlal, 2011).  In Malaysia, SMEs 
can be classified into two broad categories: manufacturing, manufacturing-related 
services and agro-based industries; services, primary agriculture, and information and 
communication technology (Saleh and Ndubisi, 2006). Farinda, Kamarulzaman, 
Abdullah, and Ahmad (2009) noted that SMEs regardless of categorization and sector, 
contribute substantially to the Malaysian economy in terms of output (i.e. products, 
services); creation of jobs opportunities; development of a pool of skilled and semi-
skilled workers; providing opportunities for technological development; and offering a 
base for entrepreneurial and managerial talent. 
 
SMEs are the focus of Study 1 for two main reasons.  First, given Malaysia’s industrial 
structure, SMEs are the predominant form of business (Saleh & Ndubisi, 2006).  
Second, the present research aims to explore the functional networking in the context 
of SME business development rather than large corporations which has been the main 
focus of research in this area (Farinda et al., 2009).   
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Participants 
Participants are business managers and executives (e.g., CEOs, general managers, 
sales/marketing managers, product/operation managers) from Malaysian SMEs.  
Classification of Malaysian SMEs is based on the Malaysian Standard Industrial 
Classification (MSIC) 2000 codes.  Inclusion criteria are defined according to business 
activity, number of full-time employees, and annual sales turnover:  That is, fewer than 
150 full-time employees and annual sales turnover of less than RM25 million (USD8.4 
million) for manufacturing, and fewer than 50 full-time employees and RM5 million 
(USD 1.6 million) for the services and ICT sectors (SMIDEC, 2002).   
 
Table 3.1  Participant demographics  
Demographic characteristics Percentage (n=208) 
Gender  
          Males 49.0 
          Females 51.0 
  
Age  
          Less than 20 years of age 3.4 
          21-30 year 48.0 
          31-40 year 22.6 
          41-50 year 11.1 
          50+ year 14.9 
  
Marital status  
          Single 39.4 
          Married 58.2 
          Separated/Divorced 2.4 
  
Education  
          Less than SPM (O-level) 3.8 
          SPM (O-Level) 18.8 
          Bachelor degree 34.1 
          Master degree 12.5 
          Professional qualification 1.0 
          Others (diploma, certificates) 29.8 
  
Position  
         Business owner 16.4 
         CEO/ General manager 13.0 
         Marketing/ Sales manager 13.0 
         Operation/product manager 16.3 
         Specialist/expert 12.0 
         Administration Executives 15.4 
         Others/ general staff 13.9 
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Table 3.2  Company characteristics 
Demographic characteristics Percentage  (n=208) 
Industry sector  
          Agribusiness/nature-based 4.3 
          Manufacturing 8.7 
          Computers/communication 12.5 
          Retail/wholesale 32.7 
          Health/cosmetics/pharmaceutical 7.7 
          Food/beverages 12.0 
          Consulting/event management 11.5 
          Others 10.6 
  
Company type  
         Family business 42.8 
         Non-family business 57.2 
  
Number of employees  
          1-10 23.1 
          11-20 15.4 
          21-30 8.7 
          31-40 5.3 
          41-50 7.2 
          More than 50 33.2 
          More than 100 7.2 
  
Year established  
          1971-1980 13.9 
          1981-1990 8.7 
          1991-2000 37.0 
          2001-2010 40.4 
  
 
 
Tables 3.1 and 3.2, respectively, show demographic information of respondents and 
companies.  As shown in Table 3.1, 51% of respondents are female, with the majority 
(70.6%) in the 21 years to 40 years of age group; 46.6% hold tertiary qualifications.  
Table 3.2 shows that 92.6% of respondents represent enterprises with less than 100 
employees.  Businesses were founded between 1971 and 2010.  Almost 43% of firms 
can be identified as family enterprises, with most companies situated in the 
retail/wholesale (32.7%), ICT (12.5%), and food/beverages (12.0%) sectors. 
Data Collection Procedure 
350 questionnaires were administered to business owners/CEOs/business 
managers/executives of Malaysian SMEs from various sectors in July, 2009.  Over a 
five month period, 242 questionnaires were returned by mail, yielding a response rate 
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of 69.1%.  Of the 242 respondents, 34 respondents who indicated holding non-
managerial positions were excluded.   
 
Ethical Considerations 
This thesis followed Ethics Guideline Procedures outlined by RMIT University in the 
Ethics Review Process.  The Human Ethics application for this research was approved 
by the RMIT Business College Human Ethics Advisory Network (Reference No.: 
Ethics Appl. 1000004, Appendix G), and it should be noted that the present 
investigator followed RMIT ethics standards while conducting this research.   
 
Instrument: The Network Relationship Effects on Business Performance 
Questionnaire (NREBPQ) 
Developed by the present investigator, the NREBPQ comprises eight sections: 
participant and company background, business networks preferences, social capital 
embeddedness, knowledge acquisition, firm value-creation, and business performance.  
The 140 items were derived from studies on social capital (Arregle et al., 2007; Moran, 
2005; Tsai & Goshal, 1998); knowledge acquisition (Nieto & Quevedo, 2005; Tiwana, 
2004); firm value-creation (Walker, 2007); and business performance (Achtenhagen et 
al., 2010; Jaworski & Kohli, 1993; Wiklund et al., 2009).  While Appendix D provides 
a copy of the NREBPQ, these sections are described below. 
 
Social Capital 
Measures of social capital are utilized to assess network relationship orientation and 
network ties of either a business or personal nature, developed inside and outside an 
organization, and believed to lead to business advantage (Florin et al., 2003).  Based on 
Granovetter (1992) and adapted from research on social capital (e.g., Moran, 2005; 
Tsai & Goshal, 1998), the present measure involves two dimensions of social capital 
(structural, relational) that identify patterns of connections between actors (e.g., 
presence of network ties, network configuration, connectivity).  Structural 
embeddedness is measured in terms of perceived ties, frequency of interactions, and 
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time spent with networks.  Relational embeddedness is evaluated with respect to 
closeness, personal familiarity, certainty, and confidence towards other network 
players.   
 
Table 3.3 Structural embeddedness of social capital  
 
 
Network Relationships Orientation:  Structural embeddedness   
 
Ties 
My relationship with this internal network is official/formal in nature. 
This external network provides direct contacts/interactions for business use (business dealings). 
(1=Very little, 5=Very much) 
   
Internal Network   External Network  
 
ITDa. 
ITDb. 
ITDc. 
ITDd. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
   
ETDa. 
ETDb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
 
Frequent Interactions 
How frequently do you interact with your network contacts (for any reason)?   (1=Seldom, 5=Always) 
Internal network External network 
 
ICIa. 
ICIb. 
ICIc. 
ICId. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
   
ECIa. 
ECIb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
 
Time spent 
How much time do you normally spend with your network contacts?  (1=Very little, 5=Very much) 
Internal network External network 
 
IITa. 
IITb. 
IITc. 
IITd. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
 
EITa. 
EITb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
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Table 3.4 Relational Embeddedness of social capital 
Internal network External network 
 
IICa. 
IICb. 
IICc. 
IICd. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
 
EICa. 
EICb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
 
Personal familiarity 
How familiar do you personally feel with your network contacts?  (1=Very little, 5=Very much) 
Internal network External network 
 
ICFa. 
ICFb. 
ICFc. 
ICFd. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
 
ECFa. 
ECFb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
 
Certainty 
This contact shares my overall goals and values.  (1=Very little, 5=Very much) 
Internal network External network 
 
ITVa. 
ITVb. 
ITVc. 
ITVd. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
 
ETVa. 
ETVb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
 
Certainty 
This contact is generally straightforward and reliable in the information provided.    
(1=Strongly disagree, 5=Strongly agree) 
Internal network External network 
 
ITTa. 
ITTb. 
ITTc. 
ITTd. 
 
CEO  
Marketing/sales manager  
Operation manager  
Others in your organization                                                                                                                                         
 
ETTa. 
ETTb. 
 
 
Market contacts (customers, suppliers, stakeholders)  
Industry players (competitors) 
Network Relationships Orientation: Relational embeddedness 
 
Closeness 
How close do you feel to your network contacts?   (1=Very distant, 5=Very close) 
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Respectively, Tables 3.3 and 3.4 show items comprising measures of structural and 
relational embeddedness of network relationship orientation.  These measures are 
defined as formative scales (Tiwana, 2004) whereby items specify causes of latent 
constructs (social capital).   
 
Knowledge Acquisition 
Knowledge acquisition consists of two dimensions, knowledge integration and 
knowledge absorption.  Within the context of social capital, knowledge acquistion 
generally explicates the degree of knowledge exchange inside and outside an 
organization.  Knowledge acquisition elements are considered to be within a network of 
actors, stimulating phase-related entrepreneurial processes, leading to firm value-
creation.   
 
Table 3.5 Knowledge Acquisition items 
 
Knowledge Acquisition 
a
  
 
Knowledge integration  
KIa. 
KIb. 
KIc. 
KId. 
KIe. 
We applied our expertise in innovative ways  
We carefully made decisions to maximize overall project outcomes 
We leveraged the organization member’s knowledge in many functional areas  
Many creative ideas came from combining our unique perspectives  
We developed a clear understanding of how each business function should be coordinated   
Knowledge absorption  
ACa. 
ACb. 
 
ACc. 
ACd  
 
ACe. 
ACf. 
ACg. 
ACh. 
We conducts frequent market research so as to be  aware of customer needs  
We collect industry information by informal means (e.g. lunch with industry friends, talks 
with trade partners) 
We are slow to detect changes in our customers’ product preferences. b  
We are slow to detect fundamental shifts in our industry (e.g. competition, technology, 
regulation) b 
Information on customer satisfaction or complaints is disseminated at all levels in this firm on 
a regular basis. We are well aware of the technologies being developed by competitors  
We have the capacity to adapt others' technologies  
We have developed new products and/or processes in  collaboration with other firms 
Note. a (1=Strongly Disagree, 5=Strongly Agree).  b Denotes reversed items for quantitative data analysis. 
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Specifically, knowledge integration denotes incorporation within an organization, in 
constrast knowledge absorption indicates a capacity to absorb external knowledge.  
Thus, knowledge acquisition is a measure of the extent to which an enterprise is able to 
assimilate knowledge outside a firm (knowledge absorption) and the degree to which 
knowledge is engendered internally (knowledge integration).  For the purpose of the 
present thesis, measures were adapted from Tiwana (2004) and Nieto and Quevedo 
(2005).  In line with Tiwana (2004), reflective scales are used to measure knowledge 
elements.  Table 3.5 shows the knowledge acquisition measures.   
 
Firm Value-Creation  
 
Firm value-creation is viewed as a consequent phase in entrepreneurial processes, 
resulting from human interactions (from network relationships) and conversion of 
knowledge (K. Möller & Svahn, 2006).  In the present thesis, firm value-creation is 
measured by the degree to which firms develop, adopt, or reinvent new ideas, objects, 
and practices (Walker, 2007).  Two types of innovation (i.e., product or service, 
organization) have been identified to reflect firm value-creation, in order to achieve 
business excellence (Table 3.6).     
 
Table 3.6 Firm Value-Creation items 
Firm Value-Creation 
a, b 
 
Product/service innovation  
VCPSIa. 
VCPSIb. 
VCPSIc. 
VCPSId. 
VCPSIe. 
Providing new products/services to existing customers  
Providing new products/services to new users 
Providing existing products/services to new customers  
Modifying and improving the existing products  
Modifying and improving our competitors’ products and processes 
Organization innovation  
VCOIa. 
VCOIb. 
VCOIc. 
VCOId. 
Decentralization was a major part of our approach  
Delayering was a major part of our approach  
New management processes (e.g., new job descriptions, establishing new teams of staff) 
Restructuring the organization (e.g., creating new departments, moving services between 
departments) 
Note. a Item derived from Walker (2007). b (1=Strongly Disagree, 5=Strongly Agree). 
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Business Performance  
Business performance is the degree to which firms maintain business viability (Berns et 
al., 2009) through developing and implementing strategies that lead to business 
success.  For the purposes of the present thesis, BS is viewed through a strategic 
management lens, and measured by two components: business growth, and 
responsiveness to changes, the assessment of which is consistent with Robson et al. 
(2002).  Measures (Table 3.7) of both scales are derived from, Achtenhagen, Naldi and 
Melin (2010), Wiklund, Patzelt and Shepherd (2009), and  Jaworski and Kohli (1993).     
 
Table 3.7 Business Performance items 
Business Performance
a
 
 
Business growth  b 
SusBGa. 
 
SusBGb. 
SusBGc. 
SusBGd. 
SusBGe. 
Several departments get together periodically to plan how business growth and business 
penetration taking place in our business environment.  
We understand that the survival of this business depends on sales and profit growth.  
We must gear up now to meet customer’s future needs.  
We are witnessing sales and profit growth for these few years back.  
We are genuinely projected growth in our business, though we understand the effects of market 
instability in these coming years ahead. 
Responsiveness to change  b 
SusRCa. 
 
SusRCb. 
SusRCc. 
 
SusRCd. 
SusRCe. 
 
SusRCf. 
 
SusRCg. 
 
SusRCh. 
We periodically review our product development efforts to ensure that they are inline with what 
customers want. 
The product lines we sell depends more on internal decisions than real market needs. c 
Several departments get together periodically to plan a response to changes taking place in our 
business environment.  
We are quick to respond to significant changes in our competitors’ pricing structures  
Even if we came up with a great marketing plan, we probably would not be able to implement it in 
a timely fashion. c 
When we find out that customers are unhappy with the quality of our service, we take corrective 
action immediately.  
When we find that customers would like to modify a product or service, the person/ department 
involved make concerted efforts to do so.  
For one reason or another, we tend to ignore changes in our customer’s product or service needs. c 
Note. a (1=Strongly Disagree, 5=Strongly Agree).      b  Item derived from Achtenhagen, Naldi & Melin (2010), Wiklund, Patzelt & 
Shepherd (2009), Jaworski & Kohli  (1993).           c Denotes reversed items for quantitative data analysis.       
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Statistical Procedures 
As discussed in the following section, data analyses were undertaken in four principal 
stages [data screening, exploratory factor analysis (EFA), confirmatory factor analysis 
(CFA), and structural equation modelling (SEM) analysis] using SPSS 16.0 and AMOS 
18.  EFA and CFA were employed to test the extent to which, observed items are 
linked to their underlying latent factors (Bryne, 2001).  Inter-factor relations are 
investigated, as well as strength of regression paths from factors to observed variables 
(factor loadings).   
 
As part of the preparation and screening process, data were tested for violation of 
statistical assumptions (e.g., outliers, normality, sample size, missing data) (Gallagher, 
Ting, & Palmer, 2008).  Missing data were treated using the SPSS method of 
Maximum Likelihood (ML) estimation, which is based on calculation of the likelihood 
function that expresses the probability of obtaining the present data as a function of the 
parameters of a model (Blunch, 2008).   
 
Exploratory Factor Analyses 
EFA is considered a preliminary step for identifying whether factor structures are in 
line with current theory.  In detailing the execution of factor analysis, Costello and 
Osborne (2005) listed six factor extraction methods (e.g., principal axis factoring, 
maximum likelihood, alpha factoring, image factoring, unweighted least squares, and 
generalized least squares) and six rotation methods (e.g., varimax orthogonal, 
quartimax orthogonal, equamax orthogonal, direct oblimin, quartimin, and promax).  
For the purposes of the present thesis, principal axis factoring (PAF) was chosen as the 
extraction method, with direct oblimin rotation considering a degree of association 
among factors, easily interpretatable results, and likelihood of clean factor structures 
associated with social capital, knowledge acquisition, firm value-creation, and business 
performance.   
 
This method was adopted to uncover the underlying pattern structures of NREBCQ, as 
well as to avoid redundancy among factors as items used in the questionnaire are 
adopted from a number of different sources.  Five criteria were taken into account 
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when extracting factors: item loadings (loadings less than 0.4 and items that loaded on 
multiple factors were eliminated) (Narayan, Rajendran, & Sai, 2008), variance 
accounted for by factors, scree plot tests (Costello & Osborne, 2005; Hayton, Allen, & 
Scarpello, 2004), prior criteria (Hair, Anderson, Tatham, & Black, 1995, p.377), and 
eigenvalues (>1) and a determination of initial patterns of factor loadings.   
 
Eigenvalues measure variances (including covariances) of the principal components 
and factors (Blunch, 2008).  The Kaiser rule (K1) is to retain components on factors 
with eigenvalues greater than 1.0 (Hayton et al., 2004).  Though there are arguments on 
limitations on sample size and overestimation of matrix rank, K1’s theoretical basis and 
ease of use have led to its widespread adoption.  In order to enhance accuracy of factor 
retention criteria, the scree plot test was also adopted.  The scree plot involves an 
examination of a plot of the eigenvalues for breaks or discontinuities (Hayton et al., 
2004).  An underlying assumption of EFA is to make an initial refinement of scales by 
forming item clusters or factors.   
 
 
Confirmatory Factor Analyses 
CFA focuses on links between factors and their measured variables, which represent a 
measurement model within the framework of SEM (Schreiber, Stage, King, Nora, & 
Barlow, 2006).  Hence, CFA analysis basically tests statistical viability of a priori 
structures or specification of a model, based on theory, previous experience, or 
empirical research (Bryne, 2001).  CFA also examines whether data are consistently 
adequate to meet conditions of goodness-of-fit for model identification.  As part of the 
process, Schreiber et al. (2006) suggested estimation of factor loadings, variances, and 
modification indexes to derive the best indicators of latent variables. 
 
CFA was conducted by comparing whether the number of factors and loadings of 
indicator variables on factors conform to what is expected on the basis of pre-
established theory and research.  Technically, the intention is to minimize differences 
between an estimated population covariance matrix and the observed covariance matrix 
(Schreiber et al., 2006).  
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In Study 1, eighteen one-factor congeneric and five multi-factor measurement models 
(i.e., social capital embeddedness of internal and external network orientation, 
knowledge acquisition, firm value-creation, business performance) were estimated to 
examine the measurement of observed indicators on single latent variables.  That is, to 
determine whether each of the items, as suggested in the proposed framework, load on 
their respective latent constructs (Chitty, Ward, & Chua, 2007).  A one-factor 
congeneric measurement model can be regarded as a quasi-test of validity by 
considering degrees to which each item contributes to an overall measure of a 
composite variable (Chitty et al., 2007).  Hence, the use of congeneric factors provides 
a realistic interpretation of data with compromise model validation, before further 
proceeding to a more stringent phase of discriminate validity testing in CFA. 
 
Schreiber et al. (2006) posited that, as a confirmatory technique CFA is theory driven.  
Based on theoretical or empirical knowledge, CFA is used to postulate a priori 
specification for further statistical evaluation and confirmation of linkages between 
observed measures and latent concepts (Bryne, 2001).  Bryne (2001) noted that a CFA 
model, represented solely as a measurement model, focuses on links between factors 
and their measured variables, ignoring any regression structures (p.6).  Thus, a full 
SEM model is finally represented to signify the full latent variable (LV) model 
allowing for specification of regression structures among latent variables.          
 
Multiple criteria (i.e., absolute fit, incremental or comparative, parsimonious fit 
indeces) are generally used to assess goodness-of-fit for hypothesized models (Narayan 
et al., 2008; Schreiber et al., 2006).  Goodness-of-fit measures the correspondence of 
the actual or observed correlation matrix with that predicted from the proposed model.  
Absolute fit indexes measure how well a researcher’s theoretical model fits the 
observed data, whilst incremental fit indexes assess how well a theoretical model fits, 
relative to an alternative baseline model.  Finally, parsimony fit indexes provide 
information and serve as a criterion for choosing the best model amongst a set of 
competing alternative models, considering model complexity (Gallagher et al., 2008).  
In the present thesis, parsimony fit indexes are not reported owing to their high 
sensitivity to model size.   
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Inline with Kline (2010, p. 204), Study 1 assesses descriptive fit by reference to the χ2 
statistic, the Root Mean Square Error of Approximation (RMSEA), Goodness of Fit 
Index (GFI), Comparative Fit Index (CFI), and Standardized Root Mean Square 
Residual (SRMR).  Considering the complexity and the relatively small size of the 
model (Gallagher et al., 2008), the Adjusted Goodness-of-Fit Index (AGFI) and 
Tucker-Lewis Index (TLI) are added to provide a sound basis for the assessment of 
goodness of fit for this study (See Appendix F for a detailed description of the six 
goodness-of- fit statistics used in  Study 1). 
 
In sum, for the present thesis, the criteria of χ2/ df 3<>2; TLI, CFI, AGFI and GFI 
values exceeding 0.90; and RMSEA and SRMR <0.08 (Schreiber et al., 2006) were 
adopted to indicate an adequate fit for measurement models and path analysis (Table 
3.8). 
 
Table 3.8 Cut-off criteria for fit indexes 
Indexes Shorthand General rule for acceptable fit 
Absolute/predictive fit chi-square χ2  2 or 3 
Root Mean Square Error of Approximation RMSEA <.06 to .08 with confidence interval 
Tucker-Lewis Index TLI  .95 
Goodness of Fit Index GFI  .95 
Comparative Fit Index CFI  .95 
Standardized Root Mean Square Residual SRMR  .08 
Adjusted Goodness of Fit Index AGFI  .95 
Source: Schreiber et al.(2006) 
 
Structural Equation Modelling 
SEM analysis was used to identify the magnitude of direct and indirect effects of social 
capital orientation on business performance through knowledge acquisition and firm 
value-creation.  This procedure allows simultaneous analysis of two components 
within the modelling of causal direction (Bryne, 2001; Gallagher et al., 2008; Schreiber 
et al., 2006); that is: The measurement model (the links between the latent variables 
and their observed measures) and the structural model (the links among the latent 
variables themselves).   
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According to Schreiber et al. (2006, p.335), as an iterative process, SEM allows 
modifications indicated in the initial results as well as alterations on parameter 
constraints in order to improve model fit.  When a hypothesized model does not fit the 
data well, researchers can engage in model re-specification and modification (Lei & 
Wu, 2007).  Model re-specification should be in correspondence to underlying theory, 
and can be identified for parameter estimation.  Hence, it is important that a re-
specified model is justifiable and meaningful, from which relationships among 
variables within the theory are specified.  However, Gallagher et al. (2008, p.268) 
posited that any re-specification and re-estimation of the model is exploratory, in the 
sense of detecting any misfit in the parameters in the originally hypothesized model.   
 
Model modification can enable improvement in model fit, through the processes of 
model building and trimming.  Model building involves adding paths one at a time, 
whilst model trimming concerns deleting one path at a time.  In accordance with 
Gallagher et al. (2008, p.269-270), both modification indices (MI) and expected 
parameter change (Par Change) were examined jointly to indicate the effects of 
possible path additions in model building.  Careful observation of chi-square changes, 
with critical ratio (CR) interpretation (t-values> 1.96, p<0.05), and standardized 
residuals (between -2.58 <> 2.58) were used in model trimming to guide the possible 
removal of paths or indicators.       
 
Model adequacy was assessed based on goodness-of-fit statistics, as noted earlier, in 
addition to the statistical significance of the regression weights (p-values), standardized 
regression weights (parameter estimates), and squared multiple correlations (R2).  The 
following section presents EFA and CFA results relating to four latent variables (i.e., 
social capital, knowledge acquisition, firm value-creation, business performance), path 
model results, and analysis of hypothesized relationships. 
Results 
Psychometric Analysis of Instruments  
Appendix H shows descriptive statistics and correlation coefficients of key variables 
(i.e., social capital, knowledge acquisition, firm value-creation, business performance) 
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comprising the present hypothesized model.  Tables 3.9 to 3.13 show factor loadings 
associated with constructs, following EFA.  It should be noted that for all tables, factor 
loadings <0.4 are not shown.  
 
Internal Social Capital 
Table 3.9  Item factor loadings associated with the internal social capital 
orientation scale following principal axis factoring 
 
 
Internal Social Capital Orientation Measures 
Kaiser-Meyer-Olkin measure of sampling adequacy = 0.76 
Bartlett test of sphericity = 1919.83, p = 0.001 
 
Factor 1: 
Ties 
 
 
Factor 2: 
Closeness 
 
 
Factor 3: 
Interactions 
 
 
Factor 4: 
Certainty 
 
Factor 5: 
Confidence 
 
ITDb 
My relationship develops with this person is more 
official/formal in nature?   (The marketing/sales manager) .88     
ITDc 
i) My relationship develops with this person is more 
official/formal in nature?   (The operation manager) .93     
ITDd 
My relationship develops with this person is more 
official/formal in nature?  (Others in your organization) .60     
IICa 
How close do you feel to your internal network contacts?   
(The CEO)  .85    
IICb 
How close do you feel to your internal network contacts?   
(The marketing/sales manager)  .78    
IICc 
How close do you feel to your internal network contacts?   
(The marketing/sales manager) a  .47    
IITb 
How much time do you normally spend with your internal 
network contacts? (The marketing/sales manager)   .41   
IITc 
How much time do you normally spend with your internal 
network contacts?  (The operation manager)   .89   
ICIc 
How frequent do you interact with your network contacts 
(for any reason. (The operation manager)   .58   
ITVc 
This contact shares my overall goals and values.      (The 
operation manager)    .81  
ITVd 
This contact shares my overall goals and values.      (Others 
in your organization)    .77  
ITTb 
This contact is generally straightforward and reliable in the 
information provided.     (The marketing / sales manager)     -.92 
ITTc 
This contact is generally straightforward and reliable in the 
information provided.     (The operation manager)     -.43 
ITVb 
This contact shares my overall goals and values.   (The 
marketing/ sales manager)     -.54 
ITDa 
My relationship develops with this person is more 
official/formal in nature?   (The CEO) b .60 -.42    
Eigenvalues  
Percentage of Variance Explained 
5.26 
35.10 
2.50 
16.68 
1.73 
11.52 
1.19 
7.96 
1.04 
6.96 
Factor Correlation Matrix 
Factor 
1 
2 
3 
4 
5 
 
 
1.00 
-.25 
.19 
.36 
-.31 
 
 
 
1.00 
-.24 
-.05 
.12 
 
 
 
 
1.00 
.21 
-.19 
 
 
 
 
 
1.00 
.35 
 
 
 
 
 
 
1.00 
Note. a Items that did not load on their theoretical construct.  b Items that loaded on multiple factors.   
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EFA of the 24 internal social capital items (Table 3.9) identified five factors: ties, 
closeness, interactions, certainty, and confidence.  Two items were deleted: ITDa [My 
relationship develops with this person is more official/formal in nature?   (The CEO)] 
because of sizeable cross loadings, and ITVb [This contact shares my overall goals and 
values (the marketing/ sales manager)] which belongs to certainty factor for loading on 
the confidence factor.   
 
Interpretation of the five-factor solution, which accounted for 78.22% of the variance, 
was accomplished by relating clusters of items for each construct to the theoretical 
concepts of internal social capital.  Discriminant validity is demonstrated as 
correlations between factors range between r=-.31 and r=.36. 
 
External Social Capital 
An EFA of the 12 external social capital items identified two factors (Table 3.10).  The 
factor structure matches those identified in the literature review (Chapter 2), as external 
network relationships (i.e., market contacts, industry players).  One item was deleted: 
ETTa [This contact is generally straightforward and reliable (market contacts)] 
because of a low loading.   
 
Interpretation of the two-factor solution, which accounted for 56.65% of the variance 
was accomplished by relating clusters of items for each construct to the theoretical 
concepts of external social capital.  Discriminant validity is also demonstrated as 
correlations between factors is r=.14.  
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Table 3.10  Item factor loadings associated with the external social capital  
orientation scale following principal axis factoring 
 
External Social Capital Orientation Measures 
Kaiser-Meyer-Olkin measure of sampling adequacy = 0.83 
Bartlett test of sphericity = 99.98.79, p = 0.001 
 
Factor 1: 
Market 
contacts 
 
 
 
 
Factor 2: 
Industry 
players 
 
ETDa My network sources provide direct contacts/interactions for business use 
(business dealings)   [Market contacts (suppliers and customers)] 
.44  
EICa  How close do you feel to your external network contacts?   [Market contacts 
(suppliers and customers)] 
.73  
EITa  How much time do you normally spend with your external network contacts?  
[Market contacts (suppliers and customers)] 
.72  
ECIa  How frequent do you interact with your network contacts (for any reason)?    
[Market contacts (suppliers and customers)] 
.76  
ECFa  How familiar do you personally feel with your network contacts?      [Market 
contacts (suppliers and customers)] 
.70  
ETDd My network sources provide direct contacts/interactions for business use 
(business dealings)   (Industry players) 
 .57 
EICd How close do you feel to your external network contacts?   (Industry players)  .72 
EITd How much time do you normally spend with your external network contacts?  
(Industry players) 
 .86 
ECId How frequent do you interact with your network contacts (for any reason)?    
(Industry players) 
 .75 
ECFd How familiar do you personally feel with your network contacts?   (Industry 
players) 
 .82 
ETTd  This contact is generally straightforward and reliable in the information 
provided.   (Industry players) 
 .62 
ETTa This contact is generally straightforward and reliable in the information 
provided.   [Market contacts (suppliers and customers)] a 
.34  
Eigenvalues  
Percentage of Variance Explained 
3.85 
32.04 
2.95 
24.61 
Factor Correlation Matrix 
Factor 
1 
2 
 
 
1.00 
.14 
 
 
 
1.00 
 
 
Knowledge Acquisition 
An EFA of the 10 knowledge acquisition items identified two factors: knowledge 
integration and knowledge absorption (Table 3.11).  Two items were deleted: EACa 
(We conducts frequent market research so as to be  aware of customer needs) because 
of sizeable cross loadings, and EACb [We collect industry information by informal 
means (e.g., lunch with industry friends, talks with trade partners)] which belongs to 
the knowledge absorption factor but load on the knowledge integration factor. 
Similarly, interpretation of the two-factor solution, which explained 51.63% of the 
variance was accomplished by relating items and their associated factors to the 
theoretical concepts of knowledge acquisition.  Discriminant validity is demonstrated 
as the correlation between factors is r=.32. 
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Table 3.11  Item factor loadings associated with the knowledge acquisition scale 
following principal axis factoring 
 
 
Knowledge Acquisition Measures 
Kaiser-Meyer-Olkin measure of sampling adequacy = 0.80 
Bartlett test of sphericity = 638.41, p = 0.001 
 
Factor 1: 
Knowledge 
integration 
Factor 2: 
Knowledge 
absorption 
EKIa We applied our expertise in innovative ways  
.78 
 
EKIb We carefully made decisions to maximize overall project outcomes .68  
EKIc We leveraged the organization member’s knowledge in many functional 
areas 
.78  
EKId Many creative ideas came from combining our unique perspectives .65  
EKIe We developed a clear understanding of how each business function should 
be coordinated        
.54  
EACe Information on customer satisfaction or complaints is disseminated at all 
levels in this firm on a regular basis. b 
 .40 
EACf 
We are well aware of the technologies being developed by competitors  
 .54 
EACg 
We have the capacity to adapt others' technologies 
 .62 
EACh 
We have developed new products and/or processes in  collaboration with 
other firms  .58 
EACb 
We collect industry information by informal means (e.g. lunch with industry 
friends, talks with trade partners) a .47  
EACa 
We conducts frequent market research so as to be  aware of customer needs b 
.36 .42 
Eigenvalues  
Percentage of Variance Explained 
3.89 
36.42 
1.67 
15.21 
Factor Correlation Matrix 
Factor 
1 
2 
 
 
1.00 
.32 
 
 
 
1.00 
Note. a Items that did not load on their theoretical construct.  b Items that loaded on multiple factors.   
 
 
Firm Value-Creation 
In line with theory, EFA of the seven firm value-creation items (Table 3.12) identified 
two factors: product/service and organization innovation.  One item was deleted: 
VCOIa (Decentralization was a major part of our approach) because of a low loading. 
The remaining items, loaded on their corresponding constructs.  Interpretation of the 
two-factor solution, which explained 51.63% of the variance was based on items and 
theory. Factors demonstrate discriminant validity as the correlation between factors is 
r=.34. 
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Table 3.12 Item factor loadings associated with the firm value-creation scale 
following principal axis factoring 
 
Firm Value-Creation Measures 
Kaiser-Meyer-Olkin measure of sampling adequacy = 0.75 
Bartlett test of sphericity = 706.15, p = 0.001 
Factor 1: 
Product/ service 
innovation 
Factor 2: 
Organization 
innovation 
VCPSIa Providing new products/services to existing customers .79  
VCPSIb Providing new products/services to new users .78  
VCPSIc Providing existing products/services to new customers  .78  
VCPSId Modifying and improving the existing products .71  
VCPSIe Modifying and improving our competitors’ products and processes .40  
VCOIa Decentralization was a major part of our approach 
a  .21 
VCOIb Delayering was a major part of our approach   .45 
VCOIc New management processes (e.g., new job descriptions, establishing new 
teams of staff) 
 .63 
VCOId Restructuring the organization (e.g., creating new departments, moving 
services between departments) 
 .90 
Eigenvalues  
Percentage of Variance Explained 
3.45 
38.38 
1.59 
17.67 
Factor Correlation Matrix 
Factor 
1 
2 
 
 
1.00 
.34 
 
 
 
1.00 
 
Business Performance 
EFA of the ten business performance items (Table 3.13) identified two factors: 
responsiveness to change and business growth.  Three items were deleted: [i.e., SusRCf 
(When we find out that customers are unhappy with the quality of our service, we take 
corrective action immediately), SusRCg (When we find that customers would like to 
modify a product or service, the person/ department involved make concerted efforts to 
do so)] which conceptually belong to the business growth factor but load on the 
responsiveness to change factor.  Similarly, one item SusBGe (We are genuinely 
projected growth in our business, though we understand the effects of market instability 
in these coming years ahead) was expected to be associated with the responsiveness to 
change factor, loaded on the business growth factor was subsequently deleted.  These 
two-factor solutions explained 43% of the variance.  Discriminant validity is 
demonstrated as correlations between factors range between r= -.25. 
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Table 3.13 Item factor loadings associated with the business performance scale 
following principal axis factoring 
 
Note. a Items that did not load on their theoretical construct  
 
In summary, one-to-three items were deleted from each construct, owing to low-factor 
and cross-factor loadings.  Consistent with theory, the majority of items loaded on their 
respective constructs.  As noted earlier, one purpose of EFA is to identify whether 
items fit within theoretical factor structures.  The next section reports on related one-
factor and multi-factor congeneric models (CFA) procedures associated with EFA 
derived factors. 
 
Business Performance Measures 
Kaiser-Meyer-Olkin measure of sampling adequacy = 0.62 
Bartlett test of sphericity = 394.45, p = 0.001 
Factor 1:   
Business 
growth  
 
Factor 2:  
Responsiveness 
to change 
SusBGa Several departments get together periodically to plan how business 
growth and business penetration taking place in our business 
environment. 
.60  
SusBGb We understand that the survival of this business depends on sales and 
profit growth.  
.63  
SusBGc We must gear up now to meet customer’s future needs. .57  
SusRCd Even if we came up with a great marketing plan, we probably would not be 
able to implement it in a timely fashion. c 
 -.34 
SusRCe We periodically review our product development efforts to ensure that they 
are inline with what customers want. 
 .42 
SusRCh For one reason or another, we tend to ignore changes in our customer’s 
product or service needs. c 
 .39 
SusRCb The product lines we sell depends more on internal decisions than real 
market needs. c 
 .86 
SusBGe We are genuinely projected growth in our business, though we understand 
the effects of market instability in these coming years ahead. a 
 -.42 
SusRCf When we find out that customers are unhappy with the quality of our 
service, we take corrective action immediately. a 
.56  
SusRCg When we find that customers would like to modify a product or service, 
the person/ department involved make concerted efforts to do so. a 
.49  
Eigenvalues  
Percentage of Variance Explained 
2.53 
25.32 
1.76 
17.58 
Factor Correlation Matrix 
Factor 
1 
2 
3 
 
 
 
1.00 
-.25 
 
 
 
 
1.00 
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Confirmatory Factor Analysis 
Two types of measurement models assess one-factor and multi-factor models, 
representing a congeneric set of indicator variables (Bryne, 2001, p. 60).  Models are 
said to be congeneric when a set of measures assess the same construct.  In this thesis, 
five independent one-factor congeneric models were evaluated to test the 
multidimensionality of theoretical constructs.  Non-significant items were deleted from 
constructs until a good model fit was obtained.  
One-Factor Congeneric Measurement Models 
Four-to-five items per factor are recommended for models to be over identified 
(Blunch, 2008).  When a standard CFA model with a single factor possesses at least 
three indicators, the model is just identified.  Factors representing only two indicators 
are considered as under identified (Blunch, 2008, p.78).  Each scale was examined for 
possible redundant items, so that only those which best measure the construct under 
consideration are retained.  These three types of models are incorporated in the present 
thesis and their findings are reported below.  Table 3.14 shows items (and associated 
questionnaire numbering) linked to each one-factor congeneric measurement model 
and goodness-of-fit statistics.   
 
Thirteen one-factor congeneric measurement models were tested.  Six models (i.e., 
direct ties, certainty, trust, product/service innovation, organization innovation, 
responsiveness to change, business growth) comprise three items.  Two models (i.e., 
interactions, closeness) are unidentified.  The remaining five one-factor models fit the 
data well (range of statistics: χ2/ df 1.024-2.016; RMSEA 0.011-0.070; SRMR 0.0217-
0.0340; TLI 0.973-0.998; GFI 0.973-0.995; CFI 0.984-0.999; AGFI 0.936-0.975).  
Tables 3.15 to 3.18 show standardized coefficients and t-values for each one-factor 
congeneric measurement model.   
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Table 3.14 Questionnaire items and goodness-of-fit statistics for one-factor 
congeneric measurement models 
 
Note. a  Over identified model.   b Just identified model.   c  Unidentified model. 
 
 
 
 
 
 
 
 
 
Construct Questions 
 
χ2 
 
df 
 
χ2/ df 
 
RMSEA 
 
SRMR 
 
TLI 
 
GFI 
 
CFI 
 
AGFI 
Social Capital Orientation 
Direct ties b ITDb, ITDc, ITDd -         
Interactions  c IITc, IITd -         
Closeness  c IICa, IICb -         
Certainty  b ITVb, ITVc, ITVd -         
Trust  b ITTa, ITTb, ITTc -         
Market contacts a ETDa, EICa, EITa, 
ECIa, ETFa 
7.944 5 1.589 0.053 0.0262 0.981 0.985 0.990 0.955 
Industry players  a ETDd, EICd, EITd, 
ECId, ECFd, ETVd 
18.140 9 2.016 0.070 0.0291 0.973 0.973 0.984 0.936 
Knowledge Acquisition 
Knowledge integration  a EKIa, EKIc, EKId, 
EKIe 
3.164 2 1.582 0.053 0.0217 0.984 0.993 0.995 0.963 
Knowledge absorption  a EACe, EACf, EACg, 
EACh 
2.047 2 1.024 0.011 0.0223 0.998 0.995 0.999 0.975 
Firm Value-Creation  
Product/service 
innovation  b 
VCPSIa, VCPSIb, 
VCPSIc 
-         
Organization innovation b VCOIb, VCOIc, 
VCOId 
-         
Business Performance  
Responsiveness to 
changes  a 
SusRCb, SusRCd, 
SusRCe, SusRCh 
2.942 2 1.471 0.048 0.0340 0.993 0.991 0.989 0.966 
Business growth  b SusBGa, SusBGb, 
SusBGc 
-         
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Table 3.15 Standardized coefficients and t-values for internal social capital (direct 
ties, time spent, closeness, certainty, trust) and external social capital (market 
contacts, industry players) 
One-factor Congeneric Measurement Models for the Internal and External Social  
Capital Constructs 
Standardized 
Coefficients 
 
 t-value a 
 
Direct ties 
ITDb My relationship develops with this person is more official/formal in nature?   (The 
marketing/sales manager) 
0.85 13.49 
ITDc My relationship develops with this person is more official/formal in nature?   (The operation 
manager) 
0.92 Scaling 
ITDd My relationship develops with this person is more official/formal in nature?  (Others in your 
organization) 
0.57 8.75 
 
Interactions 
IITc How much time do you normally spend with your internal network contacts?  (The operation 
manager) 
1.22 Scaling 
IITd How much time do you normally spend with your internal network contacts?  (Others in your 
organization) 
0.37 5.99 
 
Closeness 
IICa How close do you feel to your internal network contacts?   (The CEO) 0.60 7.93 
IICb How close do you feel to your internal network contacts?   (The marketing/sales manager) 1.09 Scaling 
 
Certainty 
ITVb This contact shares my overall goals and values.   (The marketing/sales manager) 0.58 8.45 
ITVc This contact shares my overall goals and values.   (The operation manager) 1.10 Scaling 
ITVd This contact shares my overall goals and values.   (Others in your organization) 0.66 9.52 
 
Trust 
ITTa This contact is generally straightforward and reliable in the information provided.     (The 
CEO) 
0.81 15.64 
ITTb This contact is generally straightforward and reliable in the information provided.     (The 
marketing / sales manager) 
1.00 Scaling 
ITTc This contact is generally straightforward and reliable in the information provided.     (The 
operation manager) 
0.77 14.36 
 
Market contacts 
ETDa My network sources provide direct contacts/interactions for business use (business dealings)   
[Market contacts (suppliers and customers)] 
0.42 5.41 
EICa How close do you feel to your external network contacts?   [Market contacts (suppliers and 
customers)] 
0.74 8.83 
EITa How much time do you normally spend with your external network contacts?  [Market 
contacts (suppliers and customers)] 
0.73 8.75 
ECIa How frequent do you interact with your network contacts (for any reason)?    [Market 
contacts (suppliers and customers)] 
0.76 9.02 
ETFa How familiar do you personally feel with your network contacts?   [Market contacts 
(suppliers and customers)] 
0.69 Scaling 
 
Industry players 
  ETDd My network sources provide direct contacts/interactions for business use (business dealings)   
(Others from different company) 
0.57 7.10 
  EICd How close do you feel to your external network contacts?   (Others from different company) 0.70 8.43 
  EITd How much time do you normally spend with your external network contacts?  (Others from 
different company) 
0.87 9.78 
  ECId How frequent do you interact with your network contacts (for any reason)?    (Others from 
different company) 
0.76 8.94 
  ECFd How familiar do you personally feel with your network contacts?   (Others from different 
company) 
0.83 9.47 
  ETVd This contact shares my overall goals and values.    (Others from different company) 0.63 Scaling 
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor identification. 
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Table 3.16 Standardized coefficients and t-values for knowledge integration and 
knowledge absorption 
 
One-factor Congeneric Measurement Models for the Knowledge 
Acquisition Construct 
Standardized 
Coefficients 
t-value 
a
 
Knowledge integration 
EKIa We applied our expertise in innovative ways 0.69 6.16 
EKIc We leveraged the organization member’s knowledge in many 
functional areas 
0.83 6.44 
EKId Many creative ideas came from combining our unique 
perspectives 
0.70 6.21 
EKIe We developed a clear understanding of how each business 
function should be coordinated        
0.50 Scaling 
 
Knowledge absorption 
EACe Information on customer satisfaction or complaints is 
disseminated at all levels in this firm on a regular basis. b 
0.48 4.28 
EACf We are well aware of the technologies being developed by 
competitors  
0.66 4.68 
EACg We have the capacity to adapt others' technologies 0.58 4.62 
EACh We have developed new products and/or processes in  
collaboration with other firms 
0.50 Scaling 
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor identification. 
 
 
Table 3.17 Standardized coefficients and t-values for product/service innovation 
and organizational innovation 
 
One-factor Congeneric Measurement Models for the Firm Value-
Creation Constructs 
Standardized 
Coefficients 
t-value 
a
 
 
Product/service innovation 
VCPSIa Providing new products/services to existing customers 0.88 19.87 
VCPSIb Providing new products/services to new users 0.95 Scaling 
VCPSIc Providing existing products/services to new customers  0.82 17.31 
 
Organizational innovation 
VCOIb Delayering was a major part of our approach  0.31 7.57 
VCOIc New management processes (e.g., new job descriptions, 
establishing new teams of staff) 
0.56 4.60 
VCOId Restructuring the organization (e.g., creating new 
departments, moving services between departments) 
1.08 Scaling 
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor identification. 
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Table 3.18 Standardized coefficients and t-values for responsiveness to change and 
business growth  
 
One-factor Congeneric Measurement Models for the Business 
Performance Constructs 
Standardized 
Coefficients 
t-value 
a
 
Responsiveness to change 
SusRCd Even if we came up with a great marketing plan, we 
probably would not be able to implement it in a timely 
fashion. c 
-0.19 -2.82 
SusRCe We periodically review our product development efforts to 
ensure that they are inline with what customers want. 
0.32 4.35 
SusRCh For one reason or another, we tend to ignore changes in 
our customer’s product or service needs. c 
0.40 Scaling  
SusRCb The product lines we sell depends more on internal 
decisions than real market needs. c 
1.13 2.47 
 
Business growth 
SusBGa Several departments get together periodically to plan how 
business growth and business penetration taking place in 
our business environment. 
1.45 Scaling 
SusBGb We go for lower manufacturing costs in our 
production/service 
0.23 5.62 
SusBGc We must gear up now to meet customer’s future needs. 0.29 4.67 
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor identification. 
 
Multi-Factor Analyses 
Multi-factor model analyses were undertaken to test for the multi-dimensionality of 
theoretical constructs.  Multi-factor measurement models were also used to calculate 
weighted composite scores, test for convergent and discriminant validity, and examine 
scale reliability (Cronbach’s alpha), internal consistency (construct reliability), and 
distinct validity (variance extracted).  Figures 3.3 to 3.8 show five multi-factor models 
and goodness of fit statistics associated with each final model.  It should be noted that 
only those results emanating from the final models are reported to avoid repetition. 
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Figure 3.3 Three-factor internal social capital orientation multi-factor 
measurement model 
Note. χ2= 4.541, df= 6,  χ2/ df= 0.757, RMSEA= 0.000, SRMR=0.019, TLI=1.010, GFI=0.993,   CFI= 1.000, AGFI= 0.975. 
* p< 0.05.  ** p< 0.01. 
 
Theoretically, internal social capital orientation comprises seven factors (i.e., direct 
ties, frequent interactions, time spent, closeness, personal familiarity, certainty, 
confidence) with four measurement items, representing the CEO, marketing, operation, 
and others in business organisation.  The original 24 items were examined for factor 
structure.  As Figure 3.3 and associated goodness-of-fit statistics show, the final 
internal social capital measurement model comprises only three factors involving six 
items, and data fit this model well. 
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Figure 3.4 Two-factor external social capital orientation multi-factor measurement 
model 
Note. χ2= 26.213, df= 13, χ2/ df= 2.016,   RMSEA= 0.070, SRMR=0.049, TFI= 0.950 GFI= 0.966, CFI= 0.969, AGFI= 0.927. 
All  p < 0.01. 
 
 
The original 14 items of external social capital orientation were examined for factor 
structure.  The final external social capital measurement model comprises two factors 
(i.e., market contacts, industry players) with seven items, fitting the data well (Figure 
3.4).  
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Figure 3.5 Two-factor knowledge acquisition multi-factor measurement model 
Note. χ2= 40.315, df= 19,  χ2/ df= 2.122, RMSEA= 0.074, SRMR=0.067, TLI=0.913 GFI= 0.956, CFI= 0.941, AGFI= 0.916. 
All  p < 0.01. 
 
Knowledge acquisition comprises two factors (i.e., knowledge integration, knowledge 
absorption) with five knowledge integration, and eight knowledge absorption 
measurement items.  The original 13 items were examined for factor structure.  Figure 
3.5 shows that the multi-factor knowledge acquisition measurement model comprises a 
well fitting eight items model. 
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Figure 3.6 Two-factor firm value-creation multi-factor measurement model 
Note. χ2= 26.748, df= 13, χ2/ df= 2.058,  RMSEA= 0.071,  SRMR=0.049, TLI=0.941 GFI= 0.964, CFI= 0.963, AGFI= 0.922. 
All  p< 0.01. 
 
Firm value-creation comprises two factors (i.e., product/service innovation, 
organization innovation) with nine original measurement items.  As shown in Figure 
3.6, an examination of the original firm value-creation nine-item model culminated in 
seven items fitting the data well with three product/service innovation, and four 
organization innovation measurement items. 
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Figure 3.7 Two-factor business performanceorientation multi-factor  
measurement model 
Note. χ2= 9.242, df= 8, χ2/ df= 1.155, RMSEA= 0.027,  SRMR=0.0426,  TLI=0.986, GFI= 0.986, CFI= 0.992, AGFI= 0.962. 
All  p< 0.01. 
 
 
Theoretically, business performance orientation comprises two factors (i.e., 
responsiveness to change, business growth) with the original 10 measurement items.  
As Figure 3.7 and associated goodness-of-fit statistics show, the final business 
performance multi-factor measurement model comprises two factors involving six 
items (three items for each factor) in a well-fitting model. 
 
In summary, the multifactor measurement models reported above fit the data well.  
Results emanating from multi-factor measurement models were also used to compute 
composite scores for each latent construct, using factor score regression weight values 
generated from AMOS 18.  SPSS 16.0 was employed to create a command file, which 
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computed composite factor scores and maximised reliability scores for each latent 
variable using weighted factor loadings.   
 
Composite score factors took into account differences in the degree to which each 
individual item contributed to the overall composite (latent) factor, minimizing the 
measurement error in items contributing to each scale (Meuleners, Lee, Binns, & 
Lower, 2003).  This method is more rigorous than factor scores all measured on the 
same metric.  The composite factors were calculated by multiplying the observed item 
scores by their proportionally weighted factor score regression coefficient (Meuleners 
et al., 2003, p.285).  Tables 3.19 to 3.23 show factor score weights, standardized factor 
score weights, construct reliabilities, and variance extracted values for all scales.  In 
relation to the three internal social capital scales, construct reliability coefficients 
range between 0.70 and 0.84; 0.78 to 0.80 for the two external social capital scales; 
and 0.63 to 0.79 for the two knowledge acquisition; 0.65 to 0.73 for the two firm value-
creation; and 0.66 to 0.68 for the two business performance scales.  
 
Measurement Reliability and Validity 
It is important to examine constructs for validity and reliability, in order to ensure that 
measurement models are sound.  Validity assesses the degree to which items measure 
theoretical constructs, while reliability assesses the stability of scales (Chao & Lin, 
2009, p.72).  Construct validity relates to the extent which a measure accurately reflects 
the underpinning theoretical construct (Gallagher et al., 2008).  Subsequently, construct 
reliability (CR) determines how a set of latent indicators of constructs are consistent in 
their measurement (Chao & Lin, 2009).   
 
Reliability and Validity 
Evaluation of validity and reliability can lead to the development of dependable 
measures and sound research findings.  Convergent Validity and Discriminant Validity 
assessed construct validity in the present study.  Convergent validity determines 
whether all items measuring a construct cluster to form a single construct (Chao & Lin, 
2009, p. 72).  This validity is reflected in the degree to which indicators of a construct 
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share a high proportion of variance in common (Gallagher et al., 2008, p.267).  This 
form of validity is measured via factor loadings, variance extracted (VE), and construct 
reliability (CR).   
 
In the present thesis, the two-factor models of internal and external social capital, the 
two–factor model of knowledge acquisition, the two-factor model of firm value-
creation, and the two-factor model of business performance show standardized 
parameter estimates (factor loadings) ranging from 0.24 - 0.99, with all loadings being 
significant (t-values > 1.96, p < 0.05).  These results suggest a reasonable level of 
convergent validity (Tables 3.19 to 3.23).   
 
VE is estimated by averaging the squared factor loading for each construct, whilst 
internal reliability is measured by using Cronbach Alpha estimations.  The acceptable 
threshold is 0.50 or above (Gallagher et al., 2008, p.268).  Cronbach’s alpha is 
regarded an adequate measure of internal consistency, and indicates correlations 
between items in a scale (Terwee et al., 2007, p.36).  Respectively, reliability 
coefficients (Cronbach’s alpha) for measures of internal social capital (α=0.85), 
external social capital (α = 0.91), knowledge acquisition (α= 0.71), firm value-
creation (α = 0.76), and business performance (α = 0.60) are all  α =.60.   
 
Construct reliability (CR) determines how a set of latent indicators of constructs are 
consistent in their measurement (Chao & Lin, 2009).  CR was calculated by examining 
the composite reliability and the average variance extracted (VE).  Estimated CR 
indexes should be above the threshold of 0.6, suggesting high internal consistency, 
whilst VE values should exceed 0.5 (Gallagher et al., 2008). As shown in Tables 3.19 
to 3.23, CR values range from 0.63 to 0.84 and VE values from 0.31 to 0.72, indicating 
middling to high levels of internal consistency and validity.   
 
Discriminant validity refers to the degree of divergence between two variables that are 
theoretically dissimilar (Chao & Lin, 2009; Gallagher et al., 2008).  Gewald and 
Dibbern (2009, p.252) proposed that  correlations between latent variables below a 
threshold of 0.85 suggest that constructs are correlationally distinct, implying 
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discriminant validity.  Estimated correlations among factors are low to middling (-0.01 
to 0.58), indicating that dimensions (scales) measure different aspects of social capital 
(internal and external), knowledge acquisition, firm value-creation, and business 
performance.   
 
Tables 3.19 to 3.23 below show standardized factor loadings, t-values, factor score 
weights, standardized factor score weights, CR, and VE values for each multi-factor 
measurement model.  One possible explanation for the middling values relates to latent 
variables comprising relatively few items, in eight cases, only two items. 
 
Table 3.19 Standardized factor loadings, t-values, factor score weights, 
standardized factor score weights, construct reliability and variance extracted 
values for the three-factor internal social capital measurement model 
Construct Standardized 
Factor 
Loadings 
t-value Factor 
Score 
Weights 
Standardized 
Factor Score 
Weights 
Construct 
Reliability 
(CR) 
Variance 
Extracted 
(VE) 
Direct ties 
ITDb 0.90 2.34 0.37 0.35 0.70 0.55 
ITDd 0.54 Scaling 0.07 0.07   
Interactions 
IITc 0.61 6.02 0.10 0.11 0.76 0.63 
ICIc 0.94 Scaling 0.79 0.89   
Certainty 
ITVc 0.91 9.32 0.50 0.54 0.84 0.72 
ITVd 0.78 Scaling 0.20 0.21   
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor identification. 
 
 
Table 3.20 Standardized factor loadings, t-values, factor score weights, 
standardized factor score weights, construct reliability and variance extracted 
values for the two-factor external social capital measurement model 
Construct Standardized 
Factor 
Loadings 
t-value Factor 
Score 
Weights 
Standardized 
Factor Score 
Weights 
Construct 
Reliability 
(CR) 
Variance 
Extracted 
(VE) 
Market contacts 
EICa 0.74 8.08 0.31 0.31 0.78 0.54 
ECIa 0.70 8.00 0.23 0.23   
ECFa 0.76 Scaling 0.31 0.31   
 
Industry players 
ETDd 0.55 6.63 0.08 0.08 0.80 0.50 
EICd 0.77 8.45 0.20 0.21   
EITd 0.83 8.59 0.31 0.31   
ETVd 0.64 Scaling 0.12 0.12   
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor identification. 
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Table 3.21 Standardized factor loadings, t-values, factor score weights, 
standardized factor score weights, construct reliability and variance extracted 
values for the two-factor knowledge acquisition measurement model 
Construct Standardized 
Factor 
Loadings 
t-value Factor 
Score 
Weights 
Standardized 
Factor Score 
Weights 
Construct 
Reliability 
(CR) 
Variance 
Extracted 
(VE) 
Knowledge integration 
EKIa 0.76 6.63 0.16 0.20 0.79 0.49 
EKIb 0.74 6.57 0.16 0.20   
EKIc 0.75 6.61 0.16 0.19   
EKIe 0.52 Scaling 0.07 0.08   
Knowledge absorption 
EACf 0.69 5.11 0.28 0.30 0.63 0.31 
EACh 0.44 4.28 0.08 0.08   
EACg 0.52 Scaling 0.12 0.13   
EACe 0.54 4.85 0.13 0.15   
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor 
identification. 
 
Table 3.22 Standardized factor loadings, t-values, factor score weights, 
standardized factor score weights, construct reliability and variance extracted 
values for the two-factor firm value-creation measurement model 
Construct Standardized 
Factor 
Loadings 
t-value Factor 
Score 
Weights 
Standardized 
Factor Score 
Weights 
Construct 
Reliability 
(CR) 
Variance 
Extracted 
(VE) 
Product/service innovation 
VCPSIa 0.85 8.36 0.14 0.16 0.73 0.59 
VCPSId 0.56 Scaling 0.04 0.05   
VCPSIb 0.93 8.17 0.33 0.38   
Organization innovation 
VCOIb 0.60 5.06 0.38 0.39 0.65 0.36 
VCOIc 0.63 Scaling 0.21 0.22   
VCOId 0.30 6.64 0.38 0.39   
VCOIa 0.24 2.66 0.03 0.03   
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor 
identification. 
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Table 3.23 Standardized factor loadings, t-values, factor score weights, 
standardized factor score weights, construct reliability and variance extracted 
values for the two-factor business performance measurement model 
Construct Standardized 
Factor 
Loadings 
t-value Factor 
Score 
Weights 
Standardized 
Factor Score 
Weights 
Construct 
Reliability 
(CR) 
Variance 
Extracted 
(VE) 
Responsiveness to change 
SusRCe 0.38 4.49 0.01 0.01 0.66 0.44  
SusRCh 0.45 Scaling  0.01 0.01   
SusRCb 0.99 2.74 0.46 0.45   
Business growth 
SusBGa 0.73 5.14 0.33 0.33 0.68 0.42 
SusBGb 0.55 5.37 0.16 0.16   
SusBGc 0.64 Scaling 0.21 0.21   
Note. a Scaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor 
identification. 
 
 
Following the steps of undertaking CFAs, calculating standardized factor score 
weights, and evaluating construct reliabilities, data were ready for SEM analyses.  The 
next section presents the main findings emanating from path model analysis and related 
tests of hypothesized relationships.   
 
Structural Equation Modelling 
Path Analysis: Test of Hypotheses 
Path analysis involves simultaneous estimation of various multiple regression models 
or equations, and is an effective and direct way of modelling mediation, indirect 
effects, and other complex relationship among variables (Lei & Wu, 2007, p.34).  The 
core of this analysis is to assess the significance of individual paths representing a 
hypothesized model and the extent to which a model adequately describes sample data.  
In the present thesis, only results from the final model are reported because of the 
likelihood of repetition.   
 
The final path model includes internal social capital (i.e., structural & relational 
embeddedness), external social capital (i.e., market contacts, industry players), 
knowledge acquisition (i.e., knowledge integration, absorption), firm value-creation 
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(i.e., product/service, organization), and business performance (i.e., responsiveness to 
change, business growth).  Table 3.24 shows the descriptive statistics of theoretical 
constructs. 
 
Table 3.24 Descriptive statistics of constructs in the final path model 
 
Construct Mean 
Score 
Std. 
Dev. 
1 2 3 4 5 6 7 8 9 10 
1. Internal social capital  
(Structural embeddedness) 
 
3.89 0.72 
 
1          
2. Internal social capital 
(Relational embeddedness) 
 
3.79 0.76 .49** 1         
3. External social capital:  
    Market contacts 
 
3.53 0.85 
.31** .34** 1  
      
4. External social capital: 
Industry players 
 
2.07 0.96 -.11 -.09 .14* 1       
5.  Knowledge integration 
 
4.12 
 
0.67 .43** .29** .17* -.01 1      
6.  Knowledge absorption 
 
3.64 0.65 .18
** .27** 15* .20** .25** 1     
7.  Value-creation on 
product/service innovation 
 
4.06 0.75 .42** ..31** ..30** .04 .58** ..33** 1    
8.  Value-creation on 
organization  innovation 
 
3.57 0.78 .26** .23** .36** .02 .20** .14* .31** 1   
9.  Responsiveness to change 
 4.06 0.68 .31** .32** ..36** -.04 .43** .21** .48** ..32** 1  
10. Business growth 
 4.18 0.61 .22** ..33** .12 -.02 ..37** .31** ..37** .16* ..32** 1 
* p< 0.05.  ** p< 0.01. 
 
Figure 3.8 shows the final structural path model of hypothesized relationships between 
social capital, knowledge acquisition, firm value-creation, responsiveness to change, 
and business growth.  The fit indices suggest that the final model fit the data well: χ2/ 
df= 1.590, RMSEA= 0.053, SRMR=0.0682, TLI= 0.909, GFI= 0.877, CFI= 0.924, and 
AGFI= 0.840.  The squared multiple correlations (SMCs) for responsiveness to change 
and business growth are 0.59 and 0.31, respectively.  In SEM, the SMC is the 
explained variance of each latent construct, which an equivalent of the R2 statistic 
(Gefen, Straub, & Boudreau, 2000).  Thus, the final model explains a high proportion 
of variance in responsiveness to change and business growth, in describing business 
performance.  More important, results from the final model provide support for 11 out 
of 13 hypotheses.   
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Figure 3.8 Final path model of hypothesized relationships 
 
Note. χ2= 335.56, df= 211, χ2/ df= 1.590, RMSEA= 0.053, SRMR=0.0682, TLI= 0.909, GFI= 0.877, CFI= 0.924, AGFI= 0.840. 
All  p < 0.01. 
SC KO VCI
C 
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As anticipated, the present model reveals direct associations between internal and 
external social capital elements, implying the presence of cross-network connections 
inside and outside business organizations.  As expected, both social capital dimensions 
(structural & relational embeddedness) of internal network have direct, positive 
associations with external social capital (structural & relational embeddedness) .   
 
Thirteen hypotheses summarize relationships, as reflected in the final hypothesized 
model.  Eleven hypotheses are supported partially and two are not supported, as 
elaborated below. 
 
Social Capital and Knowledge Acquisition  
In regard to social capital, structural embeddedness is represented by frequent 
interactions and time spent.  Relational embeddedness reflects certainty of relationships 
and business value shared among the networks.  Because of the interactive nature of 
network relationships, interaction and certainty encourage knowledge exchange among 
business players (business owner/managers, employees, customers, competitors), 
leading to business knowledge benefits.    
 
Internal network dimension 
Within the internal network dimension, relational social capital of internal network is 
related significantly to knowledge integration ( = 0.50), supporting H1 (the relational 
social capital of an internal network is related positively to knowledge integration).  
However, results fail to support H2 (the structural social capital of an internal network 
is related positively to knowledge integration).  Structural embeddedness is related 
significantly to knowledge absorption ( = 0.28) supporting H3 (the structural 
embeddedness of an internal social capital is related positively to knowledge 
absorption).   
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External network dimension 
In relation to the external network dimension, industry players, is identified to have 
considerable influence on knowledge absorption.  Findings show that structural 
embeddedness (structural arrangements of relationships) of industry players is related 
significantly to knowledge absorption ( = 0.20), supporting H4 [the structural social 
capital of an external network with other industry players is related positively to 
knowledge absorption].  Thus, H4 shows positive relationship between industry players 
and knowledge absorption.  It is easily understood that the types and capacity of 
industry players, who connected with business organizations, can determine the 
knowledge types and capacities exchanged.   
 
Knowledge Acquisition and Firm Value-Creation 
In terms of knowledge acquisition, finding reveal that knowledge integration is 
associated positively with knowledge absorption ( = 0.46), supporting H5 (internal 
knowledge integration is related positively to external knowledge absorption).  It is 
noted by Lin & Lee (2005) that most knowledge management initiatives are benefited 
from dynamic effects of interactive processes.  Therefore, firms with greater business 
interaction and high certainty towards the network relationships gain more knowledge 
as they needed.  These analytical results are consistent with the notion that knowledge 
management requires good network relationships (Swan et al., 1999; Tsai, 
2001).  Firms that put internal emphasize on building relationships and maintaining 
significant business networks are better positioned than other firms to get adequate, up-
to-date market knowledge.  Consequently, sound network relationships can be 
considered a first step towards getting useful business knowledge.     
 
There are significant relationship between knowledge integration ( = 0.61), knowledge 
absorption ( = 0.23), and value-creation on product/service innovation.  These findings 
support H6 (external knowledge absorption is related positively to product/service 
innovation) and H7 (internal knowledge integration is related positively to 
product/service innovation), respectively.  The analytical results reveal significant 
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relationships between knowledge acquisition and firm value-creation via 
product/services innovation.   
 
Within firm value-creation, organization innovation is associated positively with 
product/service innovation ( = 0.19), supporting H8 (organization innovation is 
related positively to product/service innovation).  Proper arrangement of structural 
features in organization can influence the implementation of product or service 
innovation.  Organization innovation through changes on organizational structures, 
control and coordination mechanisms, and communication channels can make the 
processes related to production more feasible.   
  
Direct Effects of External Social Capital on Firm Value-Creation 
Structural embeddedness of market contacts is related positively to organization 
innovation ( = 0.52).  Showing positive causal relationship between market contacts 
with organization innovation, the result supports H9 [the structural social capital of an 
external network with market contacts is related positively to organization innovation].  
In this context, market contacts are perceived to affect organizational improvement 
through changes on organizational structures, control and coordination mechanisms, 
and communication channels.   This is consistent with Lundvall & Neilsen (2007) that 
innovation should emphasize on interactions between firms with their market contacts 
(i.e., customers, suppliers, stakeholders) as empirically, firms seldom innovate alone.   
 
Firm Value-Creation and Business Performance 
Product/service innovation is related positively to responsiveness to change ( = 0.54), 
supporting of H10 (product/service innovation is related positively to responsiveness to 
change).  The respondents particularly believe, business firms that focus on value-
creation (through innovation on product/service) are more responsive to change.  In this 
context, product/service innovation enables firm to make improvements or 
modifications related to products or services, in order to make adjustment and adapt 
positively with changes in customer needs. 
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Direct Effects of External Social Capital on Business Performance 
Structural embeddedness of relationships with industry players is related 
nonsignificantly to responsiveness to change.  Thus, H11 [the structural social capital 
of an external network with industry players is related positively to responsiveness to 
change] is not supported. Structural embeddedness of market contacts is related 
positively to responsiveness to change ( = 0.40).  The finding supports H12 [the 
structural social capital of an external network with market contacts is related 
positively to responsiveness to change].  This finding reveals that network relationships 
with market contacts provide changeable, contextual contingencies to business settings 
and entrepreneurial activities for organization to respond. 
 
 
Business performance 
Finally, in support of H13 (responsiveness to change is related positively to business 
growth), responsiveness to change is related positively to business growth ( = 0.56).  
Two items of responsiveness to change are related with immediate corrective actions 
when requested by customers, which can be executed either by specific department or 
combination of related departments.  Three items are identified significantly leading to 
Malaysian SMEs business growth, that are (i) able to identify and ready with 
customers’ future needs, (ii) regular organization and revision of periodical business 
growth, and (iii) ready with business penetration to take place fitting specific business 
environments.  The findings explain the particular nature of market served by 
Malaysian SMEs, whom require immediate responses on their needs.   
 
Table 3.30 shows path model results, the standardized coefficients and related t-values, 
estimated via maximum likelihood estimation.  In summary, results indicate that 
internal and external dimensions of social capital influence the extent to which 
knowledge acquisition and firm value-creation are geared for responsiveness to change 
and business growth.  Findings indicate that market contacts are related to value-
creation on organization and responsiveness to change.  The implications of these 
results are discussed below.   
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Table 3.25 Final path model results 
 
 
The present findings confirm two components of external networks (market contacts, 
industry players) as well as their social capital impacts, influence organizational 
capability to sustain business.  Besides, the findings also proved empirically the 
influences of external social capital in determining the three associated factors in the 
present thesis, (i.e., knowledge acquisition, firm value-creation, business performance).  
Hence, the present findings prove substantial influences of the external social capital 
elements (i.e., market contacts, industry players) towards these variables. 
 
 
 
 
 
 
 
 
 
Hypothesis  (Path Modelled) Standardized 
Coefficient 
t-value 
Social Capital – Knowledge Acquisition 
Internal network dimension 
H1 Relational embeddedness → Knowledge integration 0.50 4.55*** 
H2 Structural embeddedness → Knowledge integration 0.07 n.s  
H3 Structural embeddedness → Knowledge absorption 0.28 2.19* 
External network dimension 
H4 Industry players → Knowledge absorption 0.20 1.96* 
 
Knowledge Acquisition- Firm Value-Creation 
H5 Knowledge integration → Knowledge absorption 0.46 3.68*** 
H6 Knowledge absorption → Product/service innovation 0.23 2.08* 
H7 Knowledge integration → Product/service innovation 0.61 5.19*** 
H8 Organization innovation → Product/service innovation 0.19 2.92** 
 
Direct Effects of External Social Capital on Firm Value-Creation 
H9 Market contacts → Organization innovation 0.52 4.59*** 
 
Firm Value-Creation – Business Performance 
H10 Product/service innovation → Responsiveness to change 0.55 5.80*** 
 
Direct Effects of External Social Capital on  Business Performance 
H11 Industry players → Responsiveness to change -0.14 n.s 
H12 Market contacts → Responsiveness to change 0.40 3.99*** 
 
Business Performance 
H13 Responsiveness to change → Business growth 0.56 4.13*** 
Note.  Denotes association.   →Denotes causal relationship.    n.s. Denotes not supported in the final 
model.  * p<0.05.  ** p<0.01.  *** p<0.001.   
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Note.             Denotes significant relationship.              Denotes non-significant relationship. 
Figure 3.9. Relationships between network relationship, capabilities to sustain, 
and business performance (NRCBP) 
 
Discussion 
This section discusses the findings in relation to the hypotheses and concludes with the 
limitations of the current study and recommendations for future research.  This thesis 
bridges a significant gap in the understanding of the nature of network relationships 
from the perspectives of social capital, knowledge acquisition, firm value-creation, and 
business performance.   
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Overall, the results of Study 1 provide strong support for the argument that social 
capital facilitates knowledge acquisition and firm value-creation.  This finding is robust 
for both internal and external networks.  The two embeddedness features of social 
capital assessed (i.e., structural, relational) have significant effects, directly or 
indirectly, on organizational capability to sustain businesses.  The SEM analyses 
suggest that investing in the development of internal and external social capital, will 
eventually improve organizational capability to sustain business.  Also, the extent of 
business performance is associated with business growth and responsiveness to change.   
 
The knowledge and tacit resources embedded within the network actors (entrepreneurs, 
business managers) need to be evaluated in the context of the current knowledge 
domain of the firm.  An appropriate match of bridging networks with external sources 
(i.e., market contact, industry players) encourages productive knowledge and resource 
exchange, and thereby promotes value-creation activities.  There is a direct relationship 
between external networks (i.e., market contact, industry players) and firm value-
creation when network ties are established for particular joint-venture innovation or 
joint problem-solving, rather than for knowledge exchange.  The direct involvement of 
external networks happens at different stages in business growth and performance (i.e., 
knowledge absorption, organization innovation, responsiveness to change).    
 
This finding is consistent with Lundvall and Neilsen (2007) that the conceptualization 
and implementation of knowledge management are motivators for successful 
innovation in business.  Firms that manage knowledge exchange among business 
networks, stimulate greater value-creation capability to the business itself.  As value-
creation requires knowledge employment and development, a sound management of 
knowledge can encourage business players (business owner/manager, employees, 
customers, and competitors) to apply skills and competencies continuously, which 
contribute value-creation innovation in their business.    
 
The findings confirm that business growth and responsiveness to change, crucial for the 
survival and sustainability of business, are outcomes for management and investment 
in network relationships.  The findings on these relationships are interesting as they 
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extend the evidence on bivariate or trivariate relationships found in previous research 
on network relationships and social capital.  As Study 1 focuses on the relationships 
between the multiple factors associated with network relationships, the findings suggest 
the sequence of elements between social capital, knowledge acquisition, firm value-
creation, and business performance, from the internal and external network 
perspectives.      
 
Limitations  
The current findings should be viewed in the light of four main limitations associated 
with this research: limited generalisability of findings, limitations associated with 
cross-sectional designs, and the utilization of subjective measures.   
 
In terms of generalisability of findings, the present survey involved SMEs operating in 
the Klang area of Kuala Lumpur.  It is possible that findings might not be applicable to 
less competitive business areas in Malaysia.  The present study excludes some groups 
from a wide range of businesses (e.g., customer, supplier, stakeholder).  That is, these 
might be considerable benefit in obtaining data from different levels of management 
and firm employees in many organizations, a multi-level approach.  Thus, obtaining 
multiple responses from different context groups should be considered for future 
research in order to triangulate viewpoints.   
 
Second, the present study employs a cross-sectional design, raising questiones 
concerning causal inferences of associated relationships between constructs in dynamic 
parameters (Rindfleisch, Malter, Ganesan, & Moorman, 2008).  It is also 
acknowledged that social capital, knowledge acquisition, firm value-creation, and 
business performance, take time to evolve and change, and the present thesis does not 
capture the dynamics of these changes.  Moreover, cross-sectional designs can be prone 
to bias, relating to common method variance (CMV).  Hence, the application of a 
longitudinal design to reduce the likelihood of cognitive accessibility of responses is 
recommended.       
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Finally, the present study utilized subjective measures. Researchers (Nicoletti & Pryor, 
2006) have reviewed the advantages and disadvantages of employing objective and 
subjective performance measures.  Personal judgements can be influenced unduly by 
people’s ideology, ignorance, perspective, and other distorting elements (i.e., business 
cycle conditions).  Notwithstanding, the complexity of interrelationships and 
assessment of social capital, knowledge acquisition, firm value-creation, and business 
performance, using subjective measures tackles the intangibleness and subjectivity of 
most elements which would be very difficult to measure by objective measures, given 
the limited available resources, particularly of a PhD candidate.  Despite the fact that 
subjective information is commonly used in studies (Jiménez-Jiménez & Cegarra-
Navarro, 2007), the use of other measures from objective sources in order to replicate 
these results would be noteworthy.  The present thesis utilized responsiveness to 
change and business growth as proxy measures of business performance.  Although 
objective measures are not utilized in the present study, Wall et al. (2004) reported that 
subjective measures are associated positively with objective measures. 
 
Implications for Future Research  
Four implications emerge from the present study concerning relationships between 
market contacts and organization innovation; relationships between market contacts 
and responsiveness to change; the relative importance of different social capital 
dimensions on knowledge acquisition; and development and application of a model as 
a theory of relationships between social capital, knowledge acquisition, firm value-
creation, and business performance.  
 
First, the present findings show that market contacts (a component of external social 
capital) is related significantly and positively to firm value-creation associated with 
organization innovation, but has a nonsignificant relationship with knowledge 
acquisition.  This finding is contrary to studies (Jiménez-Jiménez & Cegarra-Navarro, 
2007; K. Möller & Svahn, 2006), suggesting  significant and positive relationships 
between market contacts and knowledge acquisition.  External indirect market contacts 
influence knowledge acquisition via industry players.  This discrepancy can be 
attributed to market contacts being regarded as a contributor to knowledge 
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development via industry competitors, who can significantly influence firm knowledge 
absorption.  It seems that developing network relationships with market contacts alone 
is insufficient when it comes to developing knowledge.  Absorbing knowledge from 
major industry players (competitors) is perceived as being practical and useful.  
Perhaps, future research should consider investigating links between other elements 
within external networks relationships (e.g., customers, suppliers, stakeholders, 
competitors) with knowledge acquisition elements.   
 
Interestingly, there is an indirect positive relationship between market contacts and 
product or service innovation.  In other words, network relationships with market 
contacts can alter the way organizations improve their structures, policies, and 
procedures, in order to facilitate product or service innovation.  In this light, market-
oriented network relationships can be regarded as an organizational system and process 
which supports product or service innovation, directly resulting from both internal 
knowledge integration and external knowledge absorption.  This finding fails to 
support Laforet (2008) who reported that market-based companies tend to introduce 
new product or service rather than follow the market as customer can hinder 
innovation.  Thus, future research might want to examine the ways in which network 
relationships can influence organizational change. That is, Research Question 1: In 
what way can network relationship orientation influence firm innovation in business 
organizations?   
 
Second, network relationships with market contacts also have a direct, positive 
relationship on responsiveness to change.  This finding underpins the importance SMEs 
place on having sound relationships with market contacts (especially customers & 
suppliers) when responding to change and market forces.  This finding concurs with 
Zhou, Tse and Li (2006) who noted that firms’ interactions with markets and 
environments can have a positive impact on their ability to respond to change.  Having 
sound network relationships provide organizations with opportunities and even 
motivation to change.  Accordingly, an interesting avenue for further research would be 
to investigate the effects of specific market contacts on responsiveness to change, 
suggesting the following research question: Research Question 2: In what way does 
network relationship orientation influence companies’ responsiveness to change? 
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Third, the present findings indicate that different social capital dimensions (i.e., 
structural & relational embeddedness) have differential effects on knowledge 
acquisition.  That is, intra-organizational relational embeddedness (internal networks) 
affects knowledge integration.  By way of contrast, structural embeddedness (internal 
& external networks) impacts on knowledge absorption.  These findings indicate that 
social capital dimensions have differential effects on knowledge integration and 
knowledge absorption. A possible explanation might lie in the nature of structural and 
relational embeddednesses.  Relational embeddedness facilitates internal knowledge 
integration process.  Hence, an emphasis on closeness, familiarity, certainty, and trust 
among employees can lead to or foster knowledge sharing and accumulation.  
Interactions and time spent with external networks can facilitate knowledge transfer 
and absorption.  Thus, each element comprises unique features, culminating in 
differential outcomes; and for this principal reason, firms need to assess the primacy of 
each factor at a particular point in time.  Accordingly, this finding raises a third 
question which is also addressed in Study 2: Research Question 3: How do particular 
elements of social capital affect knowledge acquisition?  
 
Finally, Study 1 investigated empirically, associations between sources of business 
performance, via responsiveness to change and business growth, extending Robson, 
Prabhu and Mithchell (2002).  The final model indicates that responsiveness to change 
is an antecedent to business growth.   
 
Given the significant roles that business managers can play in business performance, 
tapping their views on the ways in which networks influence sustainable business 
performance is another important consideration.  Accordingly, it might seem prudent to 
evaluate business managers’ understanding of business performance. Hence this 
finding raises two further related research questions, which are addressed in Study 2; 
Research Question 4: Is responsiveness to change an antecedent to business growth? 
and Research Question 5: Do business managers take network relationships into 
account when considering sustaining business?  
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Five principal research questions arise from Study 1. These questions are addressed in 
Study 2, an in-depth qualitative examination of network relationships orientation, 
capabilities to sustain (in terms of knowledge acquisition and firm value-creation), and 
pursuit of business performance.  
 
When investigating conceptual arguments of specific linkages between factors, case 
studies can be a persuasive way to demonstrate the role played by important 
phenomena, grounded in real-life situations (Siggelkow, 2007).   Case studies can help 
to provide explanations of the complexities of reality, regardless of theories and model 
simplications.  One of the major concerns associated with Study 1 involves 
inconsistencies in findings when compared to those reported in the literature.  Thus, 
one aim of undertaking Study 2 is to confirm (or for that matter disconfirm) 
hypothesized relationships between variables, as outlined in the proposed model, and 
allow for new theory to emerge.  
 
Hence, the present investigator has considered the importance of adopting a mixed 
method approach (quantitative & qualitative).  Study 2 also aims to build on and 
address the limitations and implications that emerge from Study 1. While the present 
study investigated the strength of association between variables through the 
establishment of relationships and causation, Study 2 addresses the What? Why? and 
How? of associated relationships.  The next chapter provides an in-depth presentation 
of Study 2. 
 
Implications for Practice  
Two significant implications for practice emerge concerning the interrelationships 
between network relationships, social capital, knowledge acquisition, firm value-
creation, and business performance.  First, it is crucial for business organizations 
particularly SMEs, to provide employees with networking options that are  relevant for 
creating and adding business value in the long term (Molina-Morales & Martínez-
Fernández, 2010; Stafford, Bhargava, Danes, Haynes, & Brewton, 2010). Various 
networking activities either intra-organizational or inter-organizational can be initiated 
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to maximize the business potentials through knowledge transfer among business 
networks.  Exposure to a variety of target groups enables network options and the 
development of strategies for gaining a strategic advantage, leading to entrepreneurial 
performance (Fuentes Fuentes, Ruiz Arroyo, Bojica, & Fernández Pérez, 2010; 
Goerzen & Beamish, 2005; Tsai & Goshal, 1998).   
Second, organizational structures must be suitable for reaching external market 
contacts as well as absorbing external knowledge for organizational improvement.  
While investing in business  network is recommended, concerted network-related 
efforts need to be assessed regularly, stimulated positively, and maintained 
appropriately.  Through the conduit of network relationships, knowledge acquisition 
and value-creation need to be monitored and diverted for improving business 
capabilities and performance.  To this end, sound network relationships provide SMEs 
with opportunities and even motivation to change, leading to business growth and 
performance.   
 
Conclusion 
In conclusion, the full SEM model shows congruity of the observed relationships 
between network relationships and business performance.  It is important to 
acknowledge and assess the potential influences of internal and external network and 
their embedded resources (i.e., expertise, skills, knowledge).  The integration and 
incorporation of knowledge elements contribute substantially to creating value for 
business advantage.  Thus, entrepreneurs and business managers should be aware that 
the important processes of innovation in product or service and organization 
(managerial), serve as indicators for firm value-creation.  In sustaining business, 
network relationships should be able to be altered according to market and industry 
change to stimulate continuous business growth.        
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Chapter 4 
Study 2 
This chapter provides a brief introduction to the qualitative component of 
the present thesis, which incorporates case study methods.  The details of 
qualitative methods are provided, followed by a description of the current 
case study research design, participants, instrument used, and criteria for 
evaluating validity and reliability of case study research data collection 
procedures.  This chapter concludes with a description of the qualitative 
data analysis procedures, and a presentation of findings relating to the 
within-case analysis, cross-case analysis, causal network modelling, and 
thematic analysis. 
 
The overarching objectives of Study 2 are to extend findings of Study 1, and to probe 
for deeper insights into the antecedents and consequences of network relationship 
orientation in a cohort of Malaysian SMEs.  In pursuit of these aims, face-to-face 
interviews were conducted with business managers in a selected sample comprising 
businesses and government agencies.  These interviews form the basis of a multiple-
case study through which findings are analysed and interpreted.   
 
Specifically, the present research aims to acquire an in-depth understanding of business 
managers’ attitudes to network relationships orientation, organization capability 
building (i.e., knowledge acquisition, firm value-creation), and business performance.  
Findings lead to the development of a causal model (p. 191) of network relationships 
and business performance.  The following section is a description of the present case 
study research design.   
 
Research Design 
Case Study Method 
Case study research is a well-established qualitative technique, which emphasizes the 
rich, real-world context in which phenomena occur.  Yin (2009, p.18) defined case 
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studies as an empirical enquiry that investigates a contemporary phenomenon in depth 
and within its real-life context, especially when the boundaries between phenomenon 
and context are not clearly evident.  Andrade (2009) noted that case studies are 
conducted in natural settings, and allow researchers to grasp a holistic understanding of 
a phenomenon under investigation. 
 
The status of entrepreneurship as a practice-based discipline suggests that its 
knowledge is bounded by its contextual nature (Leitch, Hill, & Harrison, 2010).  On 
this ground, there have been calls for the adoption of qualitative approaches in 
entrepreneurship research (S. L. Jack, 2010; Wiklund et al., 2009) owing to its 
widespread acceptance across the social sciences, and to closely portray the meaning, 
not the frequency, of naturally occurring phenomena in the social world (Leitch et al., 
2010).  Case studies provide researchers with opportunities to unveil specific, unique 
contextual conditions.  With capacities to acquire deep and rich insights, a case study 
approach helps researchers to explain how relationships are established in a particular 
phenomenon.   
 
Case studies provide critical contributions in qualitative research through four different 
applications: explain, describe, illustrate, and enlighten (Yin, 2009, p. 20).  First, case 
studies explain presumed causal links in real-life interventions that are too complex for 
survey research to explicate (Yin, 2009).  Second, they describe differences between 
theoretical and the real-life context with specific approaches (Yin, 2009).  Third, case 
studies illustrate certain topics within an evaluation, and finally they are used to 
enlighten those situations in which an intervention is being evaluated (Yin, 2009).     
 
Theory Underpinning Case Studies 
This study specifically adopts a nomothetic focus of inquiry (Ponterotto, 2005, p.128), 
with a primary goal of prediction (of causal relationships in Study 1), as well as 
explanation of phenomena, rather than individual in-depth understanding.  In contrast 
to Study 1, the conceptual paradigm that underpins Study 2 is constructivism-
interpretivism.  A distinguishing characteristic of constructivism-interpretivism is the 
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centrality of interaction between investigator and participants (Ponterotto, 2005).  
Essentially, constructivists advocate a hermeneutical approach (Ponterotto 2005, 
p.129) which maintains that meaning is hidden.  Interactive researcher-participant 
dialogue can stimulate deep reflection that brings hidden meanings to the surface.   
Andrade (2009) explained that interpretations play a key role in case studies by 
bringing subjectivity with quality arguments, rather than statistical generalization.   
Thus, interpretation is used for knowledge creation in order to embrace understanding 
of the social world holistically (Leitch et al., 2010).   
 
The philosophical anchors of constructivism-interpretivism are clarified in respect to 
ontology, epistemology, axiology, and methodology.  The ontological assumption 
underlying constructivism is that there are multiple realities rather than a single true 
reality.  The actual reality of a situation is subjective, and depends heavily upon the 
context of situations.  The epistemological assumptions are that researchers and 
respondents reach deep insights through interaction (dialogic) and transformative 
(dialectic) (Ponterotto 2005, p.131).  The axiology of constructivism positions personal 
values simultaneously with interactions and research process, which leading to 
adoption of naturalistic inquiry methods.  
Inductive versus Deductive Reasoning 
Most qualitative research emphasizes inductive reasoning which aims at theory 
building, derived from patterns of relationships among constructs and their underlying 
logical arguments (Eisenhardt & Graebner, 2007).  However, scholars (Davidsson, 
2005; Leitch et al., 2010) recognize that both qualitative and quantitative approaches 
should be adopted, in order to be instrumentally effective in a number of understudied 
entrepreneurship domains such as entrepreneurial behavior and processes, start-ups of 
new, independent ventures, and processes of creation of new economic activity.  
Moreover, adoption of both approaches responds to calls (Davidsson, 2005; S. L. Jack, 
2010; Leitch et al., 2010) for diversity and pluralism in entrepreneurship research.   
 
Eisenhardt and Graebner (2007) posited that deductive approaches test theory by using 
data whilst inductive theory building produces new theory from data, with each a 
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reflection or mirror of one another.  The use of case study approaches for theory 
building is related to inductive reasoning, where thinking processes are geared to 
developing ideas for further study (Andrade, 2009).  Considering the heterogeneity of 
phenomena in entrepreneurship research, application of different inquiry approaches 
provide different types of information, that are helpful for gaining insight into 
entrepreneurship.  However, knowledge development processes are incomplete without 
theory testing (Davidsson, 2005).  For these reasons, both deductive and inductive 
practices are employed in the present thesis.   
 
Validity and Reliability of Case Study Research 
Leitch, Hill, and Harrison (2010) stated that interpretivist researchers in 
entrepreneurship, as in other social science domains, must appreciate that it is their 
responsibility to provide sufficient information on the design and conducts of the 
research as these link to integrity and rigor of the research process (p.73).  In the 
present thesis, checks for reliability and validity are taken into account by the 
attainment of rigor during inquiry and post-hoc evaluation.   
 
In qualitative studies, reliability and validity can be regarded as traversing in parallel 
with trustworthiness.  Morse et al. (2002) stated that trustworthiness is pertinent either 
as a goal of the research or criterion to test the quality of research design.  Yin (2009) 
established four widely-used criteria to attain quality in case study approaches, namely 
construct validity, internal validity, external validity, and reliability (p.40).  These 
criteria fit well with an interpretive standpoint because of a strong inclination towards a 
positivist approach (Andrade, 2009).  Verification and validation strategies are 
recommended for demonstrating qualitative rigor (Leitch et al., 2010; Morse et al., 
2002).  Morse et al. (2002) described verification as the mechanisms and processes of 
checking, confirming, making sure, and being certain, during the research process to 
incrementally contribute to ensuring reliability and validity and ensure rigor (p.17).       
 
Moreover, Leitch, Hill and Harrison (2010) regarded validation as a process for 
maintaining trustworthiness or goodness of research.  Continuous validation of a 
research process should be emphasized to advocate the trustworthiness of interpretive 
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research, supported by sound and convincing chains of evidence.  This strategy is in 
line with Morse et al. (2002), who signalled that data needs to be systematically 
checked, and researchers needed to maintain a research focus, constantly monitor and 
confirm that the data fit, and that the conceptual work of analysis and interpretation are 
reliable and valid.  Leitch, Hill and Harrison (2010, p.74) emphasized that all stages of 
research involved three key validation elements: ethical validation (i.e., encompassing 
the moral stance of the researchers, supporting the development of self-awareness in 
the research participants), substantive validation (i.e., assessing researchers’ biases, 
providing compelling, powerful, and convincing evidence for the intended audience), 
and interpretation validation (i.e., the responsibility and moral obligation of the 
researcher to develop a valid interpretation of their research topic).  Besides, qualitative 
investigators need to be responsive and adaptable to changing research circumstances, 
as well as having a sensitivity and ability to clarify and summarize information.   
 
In the present thesis, responsibility for ensuring high levels of reliability and validity 
was taken by undertaking specific methodological strategies (e.g., self-correcting 
during the conduct of inquiry, confirming results with participants, audit trail) 
associated with qualitative methods, during inquiry, analysis, and post-hoc evaluation.  
Verification strategies were adapted by systematic data checking, and constant 
monitoring and confirming interpretations and analyses.  Within the conduct of inquiry 
itself, verification activities were accomplished by ensuring methodological coherence, 
and adopting iterative interactions between analysis and interviewees.  
 
Method 
This section outlines the method by which the sample of interviews were selected; the 
manner in which interviewees were chosen at each organization; and overviews the 
conduct of interviews; and concludes with a description and justification for the 
adoption of a multiple-case study approach. 
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Data Collection Procedure 
Interviews 
Interviews are a highly efficient way to gather rich, empirical data on understudied 
phenomena (Eisenhardt & Graebner 2007).  Interviews were conducted on site in the 
offices of interviewees, between November 2009 to November 2010.  Semi-structured 
interviews were held for between 45 to 60 minutes.  With signed consent, interviews 
were digitally audio-taped and transcribed.   
 
Participants 
Firms were selected from three broad industry categories: textile, meetings and 
conferences, and business financing (Table 4.1).  Three factors determined sample 
selection.  First, an aim of this thesis is to compare private enterprises versus 
government agencies, family versus non-family, and product versus service providers.  
Hence, cases were selected on the basis of being particularly suitable for illuminating 
and extending relationships and logic among constructs (Eisenhardt & Graebner, 2007, 
p. 27).  Second, preparedness of business managers to participate was another 
determining factor.  Finally, judgment and convenience played a part in the selection 
process.  Key persons of organization are busy people and give of their time 
generously.   
 
Table 4.1 Selected organizations 
Category Private enterprise Government-linked agency Non-government organization 
Company 
name 
Noor Arfa Batik Sarawak Convention Bureau 
 (SCB) 
Perbadanan Usahawan Nasional Berhad 
(PUNB) 
Industry Textile, fashion and 
accessories 
Meetings, incentives, 
conferences, exhibitions 
(MICE) 
Business financing and consulting 
services 
Trade Creative products Provision of collaborative 
assistance 
Provision of capital assistance 
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Selection of Interviewees 
For speed and convenience, initial contact was made with selected key staff members 
by email.  Each personalized email provided an outline of the current research, by 
whom, and for what purpose.  Knowledgeable informants who experience and view the 
focal phenomenon from diverse perspectives were targeted.   
 
A request was made for an interview, at a convenient date and time.  An email 
attachment provided a detailed Plain Language Statement (Appendix B), describing the 
research and the conditions under which interviews were to be conducted.  Three 
interviews were conducted.  Name and titles of interviewees are shown in Table 4.2. 
 
Table 4.2 List of interviewees 
Noor Arfa Batik Sarawak Convention Bureau  
(SCB) 
Perbadanan Usahawan Nasional Berhad  
(PUNB) 
 Mr. Wan Mohd Azwan 
Wan Mohd Ariffin 
 Mr. Chew Chang Guan 
 Ms. Elynnie Dominic Jau 
 Ms. Hazina Mohamed 
 
Instrument 
Interview Protocol 
Semi-structured questionnaire was used as the basis of each interview.  Within this 
structure, interviewees were permitted, and encouraged, to range freely in their 
responses. Subsidiary questions were posed when clarification of information was 
required.   
 
In essence, this interview-schedule consists of five research questions: 
1. In what way does network relationship orientation influence firm value-
creation? 
2. In what way does network relationship orientation influence responsiveness to 
change? 
3. How do elements of social capital affect knowledge acquisition (e.g., 
knowledge exchange, absorption)? 
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4. Is responsiveness to change an antecedent to business growth? 
5. In what way do managers take business networks relationships into account 
when sustaining business?   
 
Data Analytic Procedures 
The present data analytic procedures involved an interactive, intuitive, and linear step-
by-step process (Figure 4.1).  Consistent with Leitch, Hill and Harrison (2010), the 
analysis was also iterative and reflective.  The primary aim of which was to generate 
understanding of respondents’ views of the relevance, importance, and relationships 
between the factors or issues under investigation (Andrade 2009).  Within this context, 
a hybrid approach (Fereday & Muir-Cochrane, 2006, p. 82), incorporating a data-
driven induction and deductive priori template of codes was adopted.  Analysis begins 
with data coding, within-case analysis, cross-case analysis, and culminated in building 
causal network models.  These steps are reviewed below. 
   
Develop theory
Select cases
Design data 
collection protocol
Conduct 1st case 
study
Conduct 2nd case 
study
Conduct remaining 
case studies
Write individual 
case report
Write individual 
case report
Write individual 
case reports
Draw cross-case 
conclusions
Write cross-case 
report
Define and Design Prepare, Collect, and Analyze Analyze and Conclude
 
Figure 4.1. Case study method (adapted from Yin, 2009, p.57) 
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Data Coding  
The coding process involves recognizing important information, capturing the 
qualitative richness of phenomena and related encoding prior to interpretation (Fereday 
& Muir-Cochrane, 2006).  The current multiple case study meant that the coding 
procedure was undertaken on a case-by-case basis, involving close scrutiny of text 
from interview transcripts, proceeding in three stages: open coding, focused coding, 
and axial coding (Leitch et al., 2010, p.78).  Open coding entails creating descriptive 
preliminary categories, based on the present investigator’s understanding of the 
research topic, and working with and organizing data, with little interpretation of code 
patterns.  Next, raw data are broken down into manageable bits, coded, and assigned 
focused categories.  Focused coding involves scrutinizing data and making series 
judgments based on researcher’s interaction with the data.  Finally, axial coding is 
implemented by revising and refining categories, and making comparisons between 
codes, categories and concepts based on the literature, as well as determining 
connections between categories and subcategories.   
 
The process of constant comparison of data can be regarded as iterative, often going 
back to transcripts to ensure all necessary points are captured into theme, until 
theoretical sufficiency is attained.  Andrade (2009) explained that this coding process 
aims to achieve theoretical sufficiency, representing an inductive thinking exercise.  
 
In addition to the inductive approach, the present study adopted a template approach 
(Fereday & Muir-Cochrane, 2006, p.83).  A template was developed as a code manual, 
based on a preliminary scanning of text and related to the research questions from 
Study 1 and theory.  This template was applied concurrently as a means of organizing 
text for subsequent interpretation and analysis, throughout the three stages of the 
inductive coding process (Figure 4.2). 
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Stage 1:  Developing a code manual
Stage 2:  Creating descriptive preliminary categories
Stage 4:  Applying template of codes and additional coding
Stage 5:  Connecting codes and identifying themes
Stage 6:  Constant comparison, corroborating and legitimating coded themes
Stage 3:  Breaking raw data into manageable chunks
Open 
coding
Focused 
coding
Axial 
coding
 
Figure 4.2. Diagramatic representation of stages undertaken to code data (adapted from 
Fereday & Muir-Cochrane, 2006; Leitch et al., 2010) 
 
Within-Case Analysis 
Within-case analysis is generally descriptive in nature, and involves case study write-
ups.  Barratt, Choi, and Li (2011) noted that case write-ups are deemed to be analysis, 
as a result of the decisions that researchers make as to what the emerging issues are and 
how they should be captured in the write-ups.  With respect to the qualitative phase, a 
within-case analysis was used for the purpose of getting familiar with particular 
viewpoints of each case, then comparing interpretations, conclusions, and 
recommendations, owing to its ability to engage in such rich analysis serves to better 
illuminate the case (Baxter & Jack 2008).   
 
Cross-Case Analysis 
A cross-case analysis is used to conclude multiple cases, extending the current three 
individual cases, and within-case analyses.  Gable (1994) stated that cross-case 
synthesis offers high potential for explanation when compared to single case analysis.  
In addition, Eisenhardt and Graebner (2007) posited that findings from multiple cases 
enable researchers broad exploration of research questions and theoretical elaboration.  
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Hence, conclusions derived from a cross-case analysis are often considered compelling 
and substantial (Yin, 2009).   
 
At the risk of seeming overly simplistic, the within-case analyses of Study 2 
demonstrate specific situations where network relationships lead to business 
performance.  The current cross-case analysis reveals the experiences and viewpoints 
of the three case firms that are compared against pattern of variables derived from 
individual cases and the literature. 
 
Causal Network Modelling 
Causal network models are developed when explaining a phenomenon, and are 
stipulated from the emergent set of causal links.  Causal network modelling provides a 
visual representation and analytical transformation of qualitative data.  Causal network 
modelling is both a textual and diagrammatic representation that describes and 
highlights causation, links, influences, and outcomes involved in a particular case study 
(Nash, 2006).  For Study 2, three causal network models are presented, one for each 
case, and a final causal network model was developed based on the cross-case analysis.  
 
Onwuegbuzie and Dickinson (2008) stated that displaying data pictorially can help to 
avoid extended text and cognitive overload, leading to data reduction and conclusion 
drawing, enhancing understanding.  In other words, causal network models can act as a 
visual aid, providing a way for organizing, simplifying, summarizing, focusing, sorting, 
transforming, and documenting important qualitative contents.   Moreover, visual 
displays also assist researchers to confirm the dependability and confirmability of links 
and inferences made from a qualitative study (Onwuegbuzie & Dickinson, 2008).   
 
Thematic Analysis  
Finally, thematic analysis is a search for important themes that emerge from cases, 
involving theme recognition, analysing relevant text and recurrent words, and 
identifying emerging themes become the categories for analysis (Fereday & Muir-
Cochrane, 2006).  For the purposes of the present study, interpretation of responses was 
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based on multiple readings, line by line, in order to capture a holistic image of 
participant viewpoints.  This analysis complemented the research questions by allowing 
phenomena to emerge concurrently with themes.  Themes and subthemes were then 
clustered and assigned pertinent phrases that amplified the meaning of themes. 
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Case Study 1: Noor Arfa Batik 
Company Snapshot 
 
 
 
‘The choices are simply endless’ 
 
Company Name:                    Noor Arfa Batik Sdn. Bhd. 
 
Trading Name:                       Noor Arfa 
 
Founder/CEO:                        Wan Mohd Ariffin Wan Long        
 
Type of Company:                  Private limited company 
Family-owned business 
 
Business Sector:                   Textiles, fashion and accessories 
 
Key Business Areas:              i) Production and distribution of batik products 
ii) Ready-made garments  
iii) Other batik souvenir products 
 
No. of Employees (2009):                                                                 
 
280
Revenue (2009):                    More than MYR 35, 000, 000  
(equivalent to USD$ 10,000,000) 
 
Gross Profit Margin:  
(2006-2009) 
             
6-10% 
 
 
 
 
Introduction 
Social capital is an essential business element, providing opportunities for people from 
diverse backgrounds and with different entrepreneurial capacities to interact when 
fulfilling their business aims (Baron & Markman, 2000).  The present case study of 
Noor Arfa explores social capital concepts and processes within the context of batik-
textiles, family business, continuity, and internal and external business networks as a 
means for strategizing valuable inputs and resources for business.   
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Noor Arfa is a leading pioneer of Malaysian exotic batik.  Information for the Noor 
Arfa case study is based on an in-depth interview and email correspondence with Mr. 
Wan Mohd Azwan Wan Mohd Ariffin, the son of Noor Arfa’s founder, in his capacity 
as Marketing Executive.  Secondary information including company printed brochures 
was also sourced.   
 
The Family-Owned Business of Noor Arfa 
Founded in 1980, Noor Arfa Batik Sdn. Bhd. (Noor Arfa) is a relatively small, family-
owned business, engaged in the manufacture of hand-drawn batik textiles.  All family 
members including the parents, three sons, and extended family members and relatives 
are employed in the enterprise. Since inception, the business has expanded with 
salaried staff and production workers.   
Wan Mohd Ariffin established Noor Arfa from the outset as a home-grown enterprise.  
Prior to start-up, Wan Mohd Ariffin was employed at a Craft Development Centre, 
where he observed a potential for hand-drawn batik to be marketed to a worldwide 
audience, beyond the existing boundary.  With his own start-up capital of MYR1, 000 
(USD$300) and a further MYR5, 000 (USD$1,500) from the Majlis Amanah Rakyat 
(Malay for Indigenous People's Trust Council - MARA); together with his wife and 
business partner, Noor Hijerah commenced crafting and manufacturing batik from their 
house.  The company name and brand, is based on combination of both founders’ 
names, Noor and Ariffin.  Initially, products were sold via word of mouth and to a 
smattering of regular customers. Since these formative times, Wan Ariffin has 
transformed their backyard production into a leading batik brand in the Malaysian 
textile and fashion industry.  Noor Arfa now has its own craft complex, located on 2.5 
acres of land in the Chendering Industrial Area, 6 kilometres south of Kuala 
Terengganu, on the East Coast of Peninsular Malaysia. 
Since start-up, Noor Arfa has gained significant on-going customer support, and in 
1991, registered as a private limited company with paid-up capital of MYR250,000 
(USD$75,000). With an annual turnover of more than MYR35,000,000                       
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(USD$10,000,000), Noor Arfa has diversified into manufacturing, retailing, 
wholesaling, franchising, and exporting of its own batik line of products under the 
Noor Arfa brand name.  Profits over the previous three years have increased between 
6% and 10% of gross sales.  As a multimillion-dollar company, Noor Arfa has over 280 
employees, ranging in age from 20 years to 35 years of age.  Most workers are female 
with a female-to-male ratio of 4:1.   
 
Product Lines and Markets 
The traditional process of batik painting is an ancient art form, involving the 
application of wax resistant dyeing techniques on white fabric.  Melted wax is applied 
to the cloth, followed by a writing in wax process in which hot wax is painted onto the 
design. The design is then hand-painted in various patterns, colours, and themes.  
During the de-waxing process, the material is soaked in a fixer solution to retain the 
colors. Finished materials are ironed, then packed or sewn into ready-made clothes. 
As well as a batik line of textiles products ranging from silk, cotton, and rayon, Noor 
Arfa produces ready-to-wear, formal and casual clothes.  Other batik apparel includes 
scarves, ornamental batik paintings, sarongs, and pareos (a wrap-around skirt), in 
addition to ornamental souvenirs like purses, pencil cases, handkerchief, and neck ties.  
Currently, there are more than 500 items produced for both local and overseas markets.  
Noor Arfa’s exclusive hand-drawn batik has penetrated Asian markets as well as the 
US, Japan, South Africa, the United Arab Emirates, Kuwait, and Mauritius.   
The Achievements over 30 Years 
For over 30 years (1980-2010), Noor Arfa has developed a reputation as a leading 
pioneer in the batik industry, having forged a reputation as a manufacturer of high-
quality batik products including hand-painted batik textiles, ready-made ladies and 
men’s batik attire, and ornamental accessories and souvenirs.  Noor Arfa, as a design 
label, forms part of an overall branding strategy competing within local and 
international markets. 
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Noor Arfa has cultivated a management philosophy aimed at capturing global business 
opportunities by promoting exotic art-of-batik, as elegant and exclusive styles of world 
fashion.  In 1998, the company expanded into North America, establishing the Noor 
Arfa International (USA) Corporation.  From 1998-2006, Noor Arfa experienced 
steady increases in sales ranging from 5% to 10% annually.  Noor Arfa is currently 
concentrating on expanding a franchise business division, commenced in year 2002 as 
a vehicle for expanding core business opportunities throughout the US and other 
countries. 
 
In order to promote its products worldwide as an acclaimed international brand, Noor 
Arfa has participated actively in expos and trade fairs, and is identified as a Malaysian 
ambassador for craft and fashion exhibitions, including the ASEAN Garments and 
Accessories Exhibition, Tokyo; Hanover Expo 2000, Germany; and Spring Fair, 
Birmingham 2003 /Malaysia In-store Promotion, U.K, Malaysian Food & Cultural 
Festival, Dhaka Bangladesh in October 2009.  In 1997, Noor Arfa was identified by the 
Malaysian Book of Records as the largest commercial batik manufacturer.  To date, 
Noor Arfa has won a number of awards such as the NPC Productivity Award 2008- 
Notional Productivity Centre, The Brand Laureate Asia Pacific SMEs Chapter Award 
2007,  Craftsmanship Entrepreneur Award (Batik)  2007, Certificate for  Fair Price 
Shop Award 2007-2008, National Successful Entrepreneur MARA Award 2005, 
Special Award- Malaysian Brand Name 2004, Most Supportive Shopping Outlet 
(Specialty Store –Malaysia Tourism Award 2003), Certificate for Fair Price Shop 
Awards 2003, and Certificate of Merit for Entrepreneurship, Terengganu: 2003 (Small 
and Medium Industry Category). 
 
Causal Network Model Development 
Figure 4.3 shows a causal network model of linkages between social capital, value-
creation and business performance for Noor Arfa.  As displayed in Figure 4.3, numbers 
and lower case letters in parentheses relate to variables outlined in the proposed model.  
These variables and their inter-relationship are described below in the body of the 
present case study. 
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The qualitative data analytic approach taken here explores the internal and external 
network dimensions of social capital that help to foster business performance.  The 
present causal network map begins at Point A (social capital) and culminates at Point D 
(business performance).  Between these poles are two major milestones, Point B 
(value-creation) and Point C (performance), and secondary points such as Bi, which 
outlines the ways in which Noor Arfa has responded to inevitable industry changes.  
Arrows (→) indicate directional flow of causal paths between variables. 
 
In this case study, two dimensions of social capital are of particular interest: internal 
networks     (Point 1) and external networks (Point 2).  These two dimensions influence 
sustainable business performance (D) in unique ways.  On the one hand, internal 
networks focus on processes concerning relationships among people within the 
organisation, and involve five specific elements: holding ties (1a), updating knowledge 
(1b), organisational improvement (1c), incremental innovation (1d), and gaining 
distinctive advantage (1e).  On the other hand, external networks involve business 
relationships outside the organisation, and are concerned with strengthening ties (2a), 
integrating knowledge (2b), network evolution (2c), relational governance (2d), and 
gaining collaborative advantages (2e).  Dimensions and related elements and processes 
are discussed, below. 
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Updating Knowledge (1b)
i)   Scheduled meetings
ii)  Open-door policy
iii)  Documentation
Organisational Improvement(1c)
i)   High business familiarity
ii)  Resource efficiency
iii) Team work
Holding Ties (1a)
i)   Clear organizational structures & roles
ii)  Professionalize relationships & practices
iii)  Maintain good relationships
Internal Network (1)
ii)  Extended family & relatives
i)   Family members
iii) Salaried staff
iv)  Franchisees
Incremental 
Innovation (1d)
i)   Diverse product range
ii)  Contemporary design
Social Capital (A)
i)    Strong foundation for interactions
ii)   Rich  supporting functions
iii)  Long-term relationships
Strategy  for Value-
Creation (B)
i)   Succession planning
ii)  Reaching sales targets
iii)  Business expansion
iv)  Cost-cutting opportunities
Responsiveness  to 
Change (Bi)
i)   Optimism & positive attitudes
ii)  Practising flexible approaches
iii)  Receptive to transformation
Performance(C)
i) Current achievement 
(profit, growth rate)
ii) Awards received
Sustainable 
Business 
Performance (D)
i)   Business resilience
ii)  Family business 
ancestry
iii) Competitive advantages
Distinctive Advantage (1e)
i)   Quality advancement
ii)  Product novelty
Collaborative Advantage (2e)
i)   Resource access
ii)  Synergy
Relational 
Governance (2d)
i)   Appropriate contents
ii)  Related issues
External Network (2)
i)   Trade associations
ii)  Customers
iii)  Broadcasting people
iv)  Suppliers
v)  Government agencies
Strengthening Ties (2a)
i)   Regular contact and  updates
ii)  Open for cooperative efforts
Network 
Evolution (2c)
i)   Business dynamics
ii)  Strong resource base
Integrating Knowledge (2b)
i)   Knowledge absorption
ii)  Constant learning
Iv) Develop sense of belonging
  
Figure 4.3   Causal network model of linkages between social capital, value-creation,   
and business performance for Noor Arfa 
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Social Capital (A) 
It is not uncommon for businesses involved in the fashion and textiles industry to draw 
upon internal and external social capital advantages that link to useful, if not essential, 
resources.  When elaborating on the direct and indirect business benefits of social 
capital, Wan Mohd Azwan added that good relationships and networks result in more 
options and platforms, which are obviously worthy for our strategic decision making.  
It is taken as given by Wan Mohd Azwan that social capital positively influences the 
financial and social development of the family business. 
Basically, social capital provides strong foundations for businesspeople to interact in 
ways to enable the achievement of business targets (Ai → Bii).  Wan Mohd Azwan says 
that social capital is a critical aspect to be concerned with particularly these 
relationships that are formed inside and outside of the enterprise as it reflects the 
dynamics of our business and how our business performs (A → 2ci, A →C).   
Although Noor Arfa has a wide spread of networks that are regarded as strong and 
essential, these business relationships encapsulate textile technologies and fashion 
trends. In his capacity as manager of sales, Wan Mohd Azwan acknowledged that in 
every business, striving alone is always never better than working together with others 
in order to fulfil our business aims together.  Having extensive networks makes it easier 
to reach the hardest business targets.  So, business networks make a business feel 
stronger and to remain in its arena in the short-term as well as the long-term (A → D). 
Internal Network (1) 
Wan Mohd Azwan identified a number of significant family and non-family employees 
and franchisees, who have contributed substantially, over the years, to the growth, 
development, decision–making, and day-to-day operations of the enterprise (Table 4.3). 
Table 4.3 shows the significant internal network of individuals and their respective 
contributions towards Noor Arfa’s business development.  Family members contribute 
to most of the critical functions, especially in relation to strategic roles and decision 
making.  Extended family and relatives take responsibility for production and provide 
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general support, given that most are skilled in batik crafting.  Salaried staff provide 
administrative and production functions.  Franchisees support marketing and sales 
functions geared towards achieving sale targets. 
Table 4.3 Key individuals and significant roles within internal networks 
Internal networks Description of roles 
Family members  
 
Family members form a backbone across critical functional areas of 
Noor Arfa.  As founder of Noor Arfa, the father, Wan Ariffin, plays an 
all-rounded guiding role, particularly in decision making and 
providing a strategic vision. The mother, Noor Hijerah, plays pivotal 
and supporting role in relation to her husband, Wan Ariffin, and 
monitoring batik quality and design.  Noor Hijerah is also an 
independent advisor to her three sons who are in-charge of designated 
areas based on their tertiary educations and qualifications. 
Extended family and 
relatives 
From start-up, the primary aim of the founder was to ensure that the 
business provided full-time work for extended family members and 
relatives, as they had inherited batik crafting skills and traditions from 
their local folk down the generations.  Employment opportunities, 
assignment of roles, responsibilities, and related training are 
dependent upon existing skill levels and level of education. 
Salaried staff Salaried non-family staff and workers are recruited based on sales 
demands and company needs.  Salaried staff are employed in office 
and clerical areas, production, sales and promotion, tailoring, fashion 
design, and ICT. 
 
Franchisees 
 
Franchisees contribute to a number of significant business roles, 
including raising capital and expanding existing markets, and adding 
substantial strength to the selling capacity of Noor Arfa. 
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Internal Networks: Holding Ties (1a)  
Noor Arfa has a clear organizational structure geared towards developing and 
maintaining competent ties within its internal network.  All internal network ties have 
specifically-defined roles or functions to ensure that business functions hold a 
predetermined direction.  Wan Mohd Azwan stated that it is important for a family 
business like Noor Arfa to professionalize its internal relationships as well as our 
business practices.  The primary step is to define clear roles and responsibility among 
members of our organization, regardless family or non-family ones. Then, we could 
hold the ties professionally and always maintain good relationships.   
Family member employees take on multiple roles and functions, in contrast to non-
family employees and business managers.  Wan Mohd Azwan says that it is quite 
challenging but a pleasure to perform in multiple roles as the manager, advisor (based 
on our professional qualification), family member or relative, at the same time as 
owner of Noor Arfa. 
 
Internal Networks: Updating Knowledge (1b)  
Noor Arfa encourages employees to be professional, familiar with the business, 
resourceful, knowledgeable, and up-to-date with what is happening in the business.  
Sharing of and inter-functional coordination of business knowledge (1a → 1b, 1cii) 
enhances this process.  Everyone is partaker so as to make business more lively and 
always at up-to-date (informed) mode.  The latest business information is circulated 
through every channel to foster communications and knowledge sharing across 
departments via monthly meetings, regular briefings, telephone messages, faxes, text 
messaging, and emails.  According to Wan Mohd Azwan, knowledge sharing leads to 
better company performance because it reduces mistakes due to lack of information, 
and increases employee’s efficiency, and optimizes the use of skills and expertise 
possessed by employee.   
 
Consideration has also been given to the type of and processes for delivering 
information that will be required in the future.  To this end, important business 
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information is documented, making it user-friendly, handy, and accessible for short-
term and long-term reference.  Wan Mohd Azwan mentioned that documenting useful 
information into a strong resource base is considered a constructive effort to sustain 
our business for the long-term.  For that, we fully utilize the technologies at-hand like 
ICT for great assistance in retaining resources like contacts, events, and transactions 
for future reference.   
 
Internal Networks: Organisational Improvements (1c)  
Organisational improvements can be viewed from the context of continuous upgrading 
of company tasks, procedures, and policies.  Upgrades might include increasing 
employees’ level of participation or task involvement, coordination of tasks and 
leadership, and enhancing employee’ motivation to work.  Organisational 
improvements appear to be the result of direct or indirect collective interactions within 
the organisation, through brainstorming, solution finding, and intra-company coaching 
(includes sales, marketing or operation-based trainings). 
 
Most of these organisational benefits can be generated from sharing of knowledge and 
other resources within the organization.  Give-and-take practices within a business 
facilitate problem-solving and help to balance inter-departmental shortcomings.    
Table 4.4 outlines a number of benefits associated with internal networks.  Family 
members and relatives, within the internal network, foster feelings of trust and security.  
Non-family employees not only bring their own field of expertise and professionalism, 
but also help to neutralise a sense of familiness within the organisation.  Franchisees 
assist in raising capital and sales, further benefits associated with the internal sharing of 
knowledge and resources. 
 
Regular efforts directed at managing knowledge and related resources associated with 
internal networks can result in resource efficiencies (1a,1b →1c),  raising levels of 
business competence, and effective monitoring of company strength and weaknesses.  
As commented by Wan Mohd Azwan, we believe that the better internal interactions 
are managed, the more strength we gain and this is reflected in the ways we 
accomplished our business goals. 
117 
 
Table 4.4 Benefits derived from acquaintanceship within internal networks 
No. Type of internal network Benefits derived from internal acquaintanceship 
i) Family members and 
relatives 
 Commitment to the business and fidelity  
  ‘Esprit de corps’ and moral support  
 High level of trust (less scepticism or doubt) when 
problem solving 
ii) Non-family employees  Holding special knowledge (expertise or skills) 
 Professional and independent stance (no personal 
basis) when providing ideas and recommendations 
 Shared understanding to achieve business goals 
iii) Franchisees  Raising capital 
 Reciprocal efforts and understanding to meeting sales 
targets 
 
Internal Networks: Incremental Innovation (1d) 
Since 1999, Noor Arfa has been diversifying its batik product lines.  Currently, Noor 
Arfa has over 500 products in its range, excluding non-batik craft products.  As well as 
diversifying product lines, Noor Arfa has focused on innovation, upgrading the quality 
of materials and modifying design patterns (1d → 1ei, 1eii). 
 
Noor Arfa makes incremental innovations, which are predominately extensions or 
modifications of existing batik products.  Most innovative are market based, 
considering current changes in trends and styles.  In this context, innovation is regarded 
as a way of improving or making products appealing to the market.  Innovation is a 
must to survive for long-term in an industry which high level of fashion affection 
towards creative design, style, and trend.  We should be consistently creative and 
productive in our delivery, including quality or product lines offered to the industry, 
says Wan Mohd Azwan.  Focusing stringently on the production of high-quality batik 
as well as expanding its product range, Noor Arfa strives to be a dominant global 
industry player in the fashion industry. 
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We always aim to be a trendsetter in batik industry that challenges ourselves to be 
more creative and productive now and again.  We always try to innovate for a new, 
different product even from just a small piece of excessive cloth, Wan Mohd Azwan 
explains.  With a strong emphasis on innovation, an integral part of the company’s 
culture, Noor Arfa has an open-door policy to new ideas originating from its internal 
networks.  The company’s tagline reads: The Choices are Simply Endless. 
 
Internal Networks: Distinctive Advantage (1e) 
Distinctive advantage refers to product attributes, which differentiate Noor Arfa from 
market competitors.  Principally, there are two outcomes engendered from sound 
internal networks, namely: innovation advancement and quality advancement of 
craftworks.  One way of fulfilling the aim of creating a distinctive advantage, staff 
members are encouraged to voice and to discuss their ideas and any complaints, and to 
make recommendations based on their experiences.  The goal here is to advance 
product attributes, either by making them unique or by enhancing the quality of 
materials.  Wan Mohd Azwan says, we have gone through phases of improvement 
which put emphasis on the two important elements, quality of materials and uniqueness 
of each specific crafted item that would lead towards distinguishing characteristics of 
Noor Arfa products.   
 
External Network (2) 
Wan Mohd Azwan regards external network as any kind of useful business relationship 
with people outside the organization or outsiders, which formed in intent to gain joint-
benefits.  For Wan Mohd Azwan, external networks and relationships hold vital 
functions, supporting business dealings within the industry.  Table 4.5 shows 
significant external network players and their respective contributions towards Noor 
Arfa business development.  Suppliers provide quality production materials.  
Customers furnish useful feedbacks for product improvements, development, and 
innovations.  The media, trade associations, and government agencies present 
marketing and promotional platforms to be exploited. 
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Table 4.5 Key external network players and their significant contributions  
External 
networks 
Description of contributions 
Suppliers Suppliers play a supporting role in relation to the manufacture of quality of 
batik products. As emphasised by Wan Mohd Azwan, apart from ensuring 
sufficient supply of materials, maintaining sound relationships with suppliers 
also helps Noor Arfa to seize any cost-cutting opportunities. 
 
Customers Customers are regarded as part of external networks providing constructive 
feedbacks for product improvement, and a means for reaching new customer 
and establishing new markets.  Most of the existing customers help us in 
promoting to their circle of friend’, Wan Mohd Azwan says.   
 
Media The media is employed to reach and to promote products to targeted affluent 
markets.  Noor Arfa has developed and maintained solid rapport with the 
media including the print media (newspapers, magazines), television, and 
movie set productions.   
 
Trade 
association 
Noor Arfa is actively involved in trade and business associations, maintaining 
strong relationships, supporting, and participating in events.  Associations 
with which Noor Arfa has been actively involved include: Malaysian Trade 
Textile Manufacturers Association (MTMA), Malaysia Trade Development 
(MATRADE), Terengganu Tourism Association (PPNT), and Malay 
Chamber of Commerce, Terengganu (DPMMT). 
 
Government 
agencies 
 
The government agency, Majlis Amanah Rakyat (Malay for Indigenous 
People's Trust Council, commonly abbreviated as MARA) partly funded the 
establishment of Noor Arfa.  Close external ties with government agencies 
were established from the outset.  In association with government agencies 
like Malaysia External Trade Development Corporation (MATRADE) and 
Ministry of International Trade and Industry (MITI), Noor Arfa actively 
participates in major art events, promoting Malaysia products to global 
markets, showcasing high-quality, exotic hand-drawn batik; in national and 
international Malaysian art promotional events and conventions.  
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External Networks: Strengthening Ties of External Network (2a) 
During the period of foundation, external networks were predominately regular 
customers established via word-of-mouth.  Today, technologies such as internet 
forums, online catalogues and newsletters, text messages, multimedia messages, 
emails, and websites (2 → 2a) are utilized to reach new and potential external 
networks.  Acknowledging the benefits associated with fostering external networking, 
Noor Arfa works on maintaining existing ties and developing links by providing 
regular updates on the company, and its products/services, as well as offering suitable 
opportunities for joint-venture activities (Wan Mohd Azwan).   
 
External Networks: Integrating Knowledge (2b)  
Being involved in the dynamic fashion world which is relentlessly fluid particularly in 
terms of mode and style, access to up-to-date knowledge and know-how related to 
fashion, market, technologies, and legal issues is essential.  In order to derive benefits 
from the information provided by external parties, uptake, integration, and learning are 
necessary.  Wan Mohd Azwan explains, we always try to absorb resources like 
information, knowledge and technologies from outside that may help, either directly or 
indirectly, in upgrading our company performance. 
 
External networks, ties, and relationships provide a lot of opportunities for knowledge 
and resource sharing.  Discussions and meetings are held within this learning 
orientation context, in which up-to-date information is used for decision making that 
impact on company performance (2b →1b).  We usually update new data and facts 
from any reliable network sources outside, and then discuss within the management 
team on how to integrate that information for the best practice that we already have, 
says Wan Mohd Azwan. 
 
External Networks: Network Evolution (2c) 
A tradition of developing external networks established by the founder has continued 
into the second generation through his sons who are building upon existing external 
ties, which are also strengthening, over time (2c →Bi).  At the same time, the young 
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generation are continually developing additional links to external ties, which basically 
are strengthened over time.  According to Wan Azwan, in Noor Arfa, we always look 
positive on any possibility of external networking.  External network is absolutely 
essential to ensure business dynamic as well as for business survival in the industry 
(2aii → 2ci →D). 
In response to the evolution of Noor Arfa’s external networks, Wan Mohd Azwan said 
through genuine business resolutions and hard work, we have developed a wide range 
of external networks, both locally and internationally.  We believe, in many ways, that 
having spread our external networks actually helps to establish Noor Arfa’s brand.  
 
External Networks: Relational Governance (2d) 
Development and maintenance of external networks requires effective management to 
facilitate business growth, innovation, market growth, and application of related 
resources   (2c →2d).  Sound management of external networks enhances Noor Arfa’s 
capacity to access peripheral resources, which are linked to favourable prices, potential 
market, skilled employees, and fresh ideas (2d → 2ei). 
Noor Arfa manages its external networks through information and resource exchanges.  
As noted by Wan Mohd Azwan, the appropriate content within specific (external) 
relationships are basically decided by mutual benefit and joint-agreements, with 
emphasis to achieve mutual compatibility that advantages our business (2d →2eii).  
Approaches to management are based on mutual benefits and joint-agreements, and 
might involve participation in loyalty programs, support for fashion exhibitions, and 
sponsorship of magazines and drama. 
In the context of governing external relationships, Noor Arfa identifies valuable 
information and resources from external ties, develops relevant links to current or 
future activities that might have long-term benefits, implements effective 
communication and business contracts, and accordingly, makes appropriate decisions 
for strategic purposes.  Noor Arfa coordinates and governs (relational governance, 2d) 
its external ties and relationships to achieve strategic aims and for mutual benefits.  A 
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role of top management is to develop strategies for value-creation (B) including 
planning and managing for appropriate elements (e.g., legal contracts, agreement, 
MoU) (2di) and related issues (e.g., rights, responsibility and dependability, 
confidentiality) (2dii) within the relationships.    Managing these relationships requires 
problem solving to tackle issues that arise (2dii).  In this context, Noor Arfa establishes 
joint and mutual agreements with external parties as part of the management process to 
reduce the likely negative impact of any market or environmental factors that might 
affect the attainment of relationship goals.        
 
External Networks: Collaborative Advantage (2e) 
There are three major advantages of having sound, reliable relationships with external 
networks: Business synergies, divergent nets of support, and keeping abreast with state-
of-the-art trends and issues (2 → Aii, 2biii, 2e).  Wan Mohd Azwan says there are 
always plenty of unforeseen benefits that come from good relationships with outside 
partners.  Our external ties provide specific assistances and brought us to be as up-to-
date as part of a community of interrelated business players.  Furthermore, we believe 
business benefits mutually take place as a result of collaborative advantage’ (2e → 
2eii).  As a case in this point, it is clear that Noor Arfa effectively employs external 
networks for collaborative advantage when venturing with overseas counterparts.  The 
benefits of joint collaboration are administered wisely to optimise goal achievement 
and satisfaction for both parties. 
 
Strategy for Value-Creation (B) 
From the outset, the strategic intention of the founder, Wan Mohd Ariffin, has been to 
create business value and growth.  The management team, regardless of family 
membership and level of employee are encouraged to bring and to communicate ideas 
and strategies for value-creating endeavours.  Wan Mohd Azwan says, from my point of 
view, business networks can be used for accomplishing business strategies by fostering 
teamworks (internally) (A→ 1ciii) and cooperation (externally) (A→2aii). Particularly 
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in reaching wherewithal, networks enhance access to information, new market, new 
ideas, talent, funds, and much more (1, 2 → 2ei). 
From the perspective of social capital, a principal consideration centres on the 
accumulation and utilisation of capital and resources that are engendered from internal 
and external relationships, and deciding upon appropriate strategies for creating 
business value.  Capital embedded within relationships can be viewed as tangible (e.g., 
funds, explicit data, information), intangible elements (e.g., talent, skills, tacit 
knowledge), structural (e.g., joint activities, contracts, reports, packages), and non-
structural (e.g., know-how, trust, access to new dealings, and opportunities).   
 
The Noor Arfa family are aware that networks and business relationships forming part 
of value-creation strategies, can unveil a number of benefits including opportunities of 
business expansions via exports or franchises, promoting collaborations and joint-
ventures; and access to resources, including expertise, skills, knowledge, and 
production-related technologies.  Specifically, social capital is regarded as crucial for 
developing a sense of belonging among members within the business internally (A → 
1aiv), and as a foundation for linking various people (outside the business organization) 
from diverse backgrounds in order to achieve business goals (A → 2).   
 
Sustainable Business Performance (D) 
Noor Arfa has been making sound headway for over 30 years under the leadership of 
Wan Ariffin who strives for the family business to be prosperous over the ensuing 
generations.  Wan Mohd Azwan reflected, my parents have already successful in 
making strong foundation of Noor Arfa to stand in the industry, and we always proud 
to keep up Noor Arfa business as our family tradition without end.  It is our pleasure to 
continue their efforts, and we hope that Noor Arfa will be achieving better and more 
whilst it transfers over the generations. 
Business performance in the industry has been targeted by strengthening the company’s 
brand name and increasing market penetration in local and international markets via 
exports and franchising.  Aware of challenges and the ups-and-downs in business, Wan 
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Ariffin holds a positive attitude, and is optimistic about the long-term viability of his 
enterprise (B1→D) and being able to manage unpredictable business circumstances.  
As a way of imparting a sense of belonging, motivating employees to work hard, and 
inspiring richness in the quality of specific batik forte, Wan Ariffin has shared the 
history of Noor Arfa among all company members. 
As the founder, Wan Ariffin believes that business performance and sustainabke 
development of Noor Arfa should be viewed from a number of different perspectives. 
Sound succession planning is regarded as a critical element.  Wan Mohd Azwan, the 
eldest son says, knowing the importance of good succession planning for sustaining 
family business in long-term period, my father diligently planned for decades ahead. 
(Bi → Dii) 
 
As a first-generation business, Wan Ariffin is aware that business traditions require 
proper planning for the future, given that his three sons are potential heirs. Wan Ariffin 
is convinced that the next generation can fulfil current business needs, by adding a 
fresh and contemporary touch.  To accomplish his business vision, Wan Ariffin has 
ensured that each of his sons becomes qualified in different but relevant business fields, 
and develops necessary skills and expertise to match the current business orientation.  
The three sons have undertaken professional courses and training in the areas of 
marketing, accounting, and engineering, respectively.  The eldest son, Wan Mohd 
Azwan who studied marketing, is responsible for sales and distributions.  The middle 
son, Wan Hafiz holds accounting qualifications, and is in charge of administrative and 
financial matters.  The youngest son, Wan Affendi, who has an engineering 
background, takes responsibility for production operations.  This organizational 
structure has empowered Noor Arfa’s capacity as a self-sufficient family enterprise 
with a goal of business survival within and across generations.    
 
Responsiveness to Change (Bi) 
When cultivating positive internal or external business relationships, Noor Arfa avoids 
rigidity when dealing with networking issues (A→ B1ii).  When responding to a 
question about how the internal and external networks have been nurtured over time, 
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Wan Mohd Azwan said that it is always good to be flexible depending on the business 
circumstances.  Given that change is inevitable in business, the management team is 
trained to be responsive to change.  Since foundation, straightforward business 
solutions and problem solving skills have been adopted to ensure clear understanding 
of processes and events and smooth progress on any decisions that are made.  An 
emphasis is also placed on being able to transform the enterprise according to 
economic needs and business circumstances in order to ensure that the family 
enterprise remains at the frontier of batik industry (B1iii → D). 
 
Case Study Summary 
This case study views business performance from the perspectives of intergenerational 
family business, social capital, value-creation, succession, and mechanism for dealing 
with market turbulence.  Four key business performance themes are identified: sound 
family-business succession planning; holding positive attitudes and optimism towards 
business; taking a long-term perspective which allows for transformation and 
flexibility; and steering business relationships towards beneficial capital and resources. 
In Noor Arfa, internal networks (family members, extended family and relatives, 
salaried staff, franchisees) and external networks (trade associations, customers, 
broadcasting people, suppliers, and government agencies) are critical stakeholders, 
contributing significantly to business development and performance.  Effective 
management of these internal and external networks, which link the business to 
valuable social capital, is essential for sustaining the business.  Smart use of adjoining 
resources within network ties and managing the content of relationships are two hidden 
critical qualities, forming important elements of Noor Arfa’s capabilities. 
Innovation and applied positive continuous changes also provide value-added 
advantages and distinctiveness from competitors.  Network evolution, sound 
management and wise governance of relationships have led to collaborative 
advantages.  Figure 4.3 shows these key relationships in a proposed causal network 
model.  Relationships between these causal paths are summarized below. 
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 Interrelationships between Noor Arfa’s Social Capital, Value-Creation, and 
Business Performance 
 Social capital (Ai: strong foundation for interactions) → Strategy for value-
creation (Bii: reaching sale targets) → Company performance (C) 
 Social capital (A) → Company performance (C) 
 Social capital (A) → Network evolution (2ci: business dynamics) 
 Social capital (A) → Sustainable business performance (D) 
 Social capital (Aiii: long-term relationships) → Internal networks (1i: family 
members) → Strategy for value-creation (Bi: family succession planning) → 
Sustainable business performance (Dii: family business ancestry) 
Overall, this case study demonstrates that social capital (A) influences Noor Arfa’s 
goal and focus on sustainable business performance (D).  This goal aimed at business 
performance forms an integral part of Noor Arfa’s plans and decisions, particularly 
those concerning the establishment and utilization of business relationships and 
embedded resources.  Family business succession (Bi) also forms a unique component 
of social capital in the present case, and is identified by Wan Mohd Azwan as a value-
creation strategy (B), leading to sustainable business performance (D).  
 
Antecedents of Organisational Improvement 
 Holding ties (1aiii: maintain good relationships) → Organizational improvement 
(1ciii: teamwork)  
 Updating knowledge (1bi: scheduled meetings, 1biii: documentation) → 
Organizational improvement (1cii: resource efficiency) 
 
Antecedents of Incremental Innovation 
 Updating knowledge (1bii: open-door policy) → Incremental innovation (1dii: 
contemporary design)  
 Organisational improvement (1cii: resource efficiency) → Incremental 
innovation (1di: product range) 
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Within Noor Arfa’s internal networks, two processes of ties holding (1a) and knowledge 
updating (1b) are recognized as significant antecedents of internal business 
advancement, attainable through continuous organisational improvement (1c) and 
incremental innovation (1d).  It appears that intra-organisational communication and 
knowledge flows are dedicated to upgrading the enterprise. 
 
Antecedents of Network Evolution 
 Strengthening ties (2ai: regular contact and updates, 2aii: receptive to cooperative 
efforts) → Network evolution (2ci: business dynamic) 
 Strengthening ties (2aii: open for cooperative efforts) → Integrating knowledge 
(2bi: knowledge absorption) → Network evolution (2cii: strong resource base) 
 
Antecedents of Relational Governance 
 Strategy for value-creation (Bii: reaching sale’s targets, Biii: business expansion, 
Biv: cost cutting opportunities) → Relational governance (2di: appropriate 
contents) 
 Strengthening ties (2ai: regular contact and updates) → Relational governance 
(2dii: related issues) 
 
Network evolution (2c) provides appropriate network intensity, supporting Noor Arfa in 
the batik craft industry sector.  The intensity level of networks seems to have grown in 
tandem with the company.  Sound management of embedded resources associated with 
external relationships has promoted beneficial industry collaborations.  As most of the 
resources aligned with the external networks are informational rather than operational, 
the quality and extent of benefits are dependant on how management strategises these 
resources.  Thus, the ways in which Noor Arfa has managed these resources, relational 
governance (2d) (i.e., identifying valuable information and resources, and developing 
relevant links to business activities, implementing effective communication and 
appropriate decisions for long-term benefits) plays a keyrole, influencing outcomes and 
derived benefits. 
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Drivers of Distinctive Advantage 
 Organisational improvement (1ci: high business familiarity) 
 Updating knowledge (1bii: open door policy) 
 Incremental innovation (1dii: contemporary design)  
 Responsiveness to change (B1iii: transformation)  
Emphasis on quality advancement and openness to innovation has contributed 
significantly to Noor Arfa’s unique and distinctive batik productions and operations, 
when compared with competitors.  The practice of regularly updating knowledge (1b) 
has facilitated continuous organisational improvement (1c).  In addition, resilience to 
unexpected economic circumstances including environmental turbulence 
(responsiveness to change- 1c) has lead to incremental innovation (1d). 
Drivers of Collaborative Advantage 
 Strengthening ties (2aii: open for cooperative efforts) 
 Responsiveness to change (B1i: optimism and positive attitudes, B1ii: flexibility) 
 Relational governance (2di: appropriate contents, 2dii: related issues)  
Noor Arfa fosters a positive management philosophy towards business relationships, 
including franchises, branches, and overseas divisions, resulting in collaborative 
advantages. Being open to collaborative efforts and flexible when making joint 
business strategies, and effectively managing of established relationships, has resulted 
in a number of very successful collaborations for Noor Arfa. 
Precursors of Business Performance 
 Social capital (Aiii: long-term relationships; Aii: rich supporting functions) → 
Sustainable business performance (Di: business persistency) 
 Strategy for value-creation (Bi : succession planning) → Sustainable business 
performance (Dii: family business ancestry) 
 Distinctive advantage (1ei: quality advancement, 1eii: product novelty) → 
Sustainable business performance (Diii: competitive advantage) 
129 
 
 Collaborative advantage (2ei: resource access, 2eii: synergy) → Sustainable 
business performance (Diii: competitive advantage) 
 Performance (Cii: awards received) → Sustainable business performance (Diii: 
competitive advantages) 
 Performance (Ci: achievement- profit, growth rates) → Sustainable business 
performance (Di: business resilience) 
Sustainable business performance (D) is an ultimate goal and has resulted, to a large 
extent, from sound management of business relationships and resources, including 
social capital, knowledge, value-creation, and business performance.  Business 
resilience (Di), family business ancestry (Dii), and competitive advantage (Diii) have 
contributed to sustainable business performance. 
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Case Study 2: Sarawak Convention Bureau (SCB) 
 
Company Snapshot 
 
 
 
‘Recharge in a New World – Changing Perspectives’ 
 
Company Name:                    Sarawak Convention Bureau 
Trading Name:                       SCB 
Chief Executive Officer:        Jill Henry    
Type of Company:                 Non-Government Organization  
Non-profit company limited by guarantee 
Business Sector:                   Meetings, incentives, conferences and exhibitions (MICE) 
Key Business Areas:         i) securing business events to generate social and economic 
benefits   for the state and people of Sarawak 
ii) providing financial incentives to assist in marketing and 
promotion of conventions  
iii).promoting and enhancing nature-based tour 
opportunities 
No. of Employees (2010):      18 
No of Conference Secured:        
 
  
Year 2006 2007 2008 2009 2010 
No. of 
event 
2 10 34 38 45 
Direct Delegate Expenditure 
(DDE) in Malaysia Ringgit 
(MYR):    
 
 
Year 2006 2007 2008 2009 2010 
DDE in 
MYR 
598,400 5.45 
million 
44.1 
million 
39.1 
million 
56.3 
million 
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Introduction 
For business in the meetings, incentives, conventions, and events (MICE) industry, 
social capital offers integral, and collective entrepreneurial values that can reciprocally 
help associated businesses to remain competitive.  Considering that the MICE industry 
is dynamic and global, organization of large-scale events requires sound connectedness 
and interdependency, particularly between event planners-organisers-suppliers.  The 
present case study of the Sarawak Convention Bureau (SCB) explores social capital 
concepts and processes within the context of the business event and convention 
industry, destination marketing, competitiveness, and network relationships including 
client and supply chain management.  These concepts are examined from the 
perspective of strategizing valuable inputs and resources for business continuity.   
 
Information for the SCB case study is based on two in-depth interviews and email 
correspondence with Mr. Chew Chang Guan, the Business Development Manager and 
Ms. Elynnie Dominic Jau, the Personal Assistant to the CEO.  Secondary information 
including company printed brochures, online newsletters, and the official website was 
also sourced.   
 
Sarawak Convention Bureau  
SCB is a not-profit organisation, limited by guarantee.  Appointed by the Sarawak State 
Government, SCB officially promotes and markets Sarawak, Malaysia, as a priority 
destination for groups and associations to hold meetings, incentives, conferences, and 
exhibitions.  The establishment and appointment of SCB represents a serious 
commitment by the Sarawak Government to promote and develop the State’s tourism, 
cultural, and business resources for the MICE industry.   
 
SCB is a one-stop centre for event hosts and local suppliers through its ability to 
coordinate, facilitate and support businesses.  Since its launch in 2006, SCB provides 
professional assistance and advice to organizations worldwide in order to secure 
business events and conventions for Sarawak.  In 2010, SCB’s bid success ratio is 80% 
with 45 wins and 11 losses. 
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Service Lines and Markets 
When securing business events for Sarawak, SCB identifies and bids for opportunities 
to host meetings, incentive travel programs, conventions, and corporate events from 
around Malaysia and the world.   SCB provides assistance and expertise in every aspect 
of integrated event hosting including planning and compiling bid documents, and 
supplying support packages to win business events.  After winning a bid, SCB provides 
site inspection support and advices on locating suitable meeting venues based on 
clients’ needs, within Sarawak or regional Borneo and to boost conference delegate 
numbers. 
SCB’s expertise embraces strategic planning, event management, lobbying, distinctive 
bidding, and presentation of concepts and delivery.  The SCB expert team assist 
potential local hosts by identifying and addressing bid criteria, coordinating and 
preparing bid documents and presentations, and developing lobbying strategies.  SCB 
also liaises between local government and industry bodies, and obtains letters of 
support from leaders of government and industry, and advises preliminary budgets with 
conference organisers, when and where appropriate.   
Tailoring its prevailing role as the Sarawak State’s convention and event bureau, SCB 
serves to secure conventions and events to be staged in Sarawak, and ensures all 
functions are problem free, seamless, and integrated with the free assistance provided.  
The work of SCB can be classified into four broad areas:  
(i) Applying for and winning the entitlement to host events and conventions to be 
staged in Sarawak, and facilitating all the necessary procedures before, during, 
and after a convention;  
(ii) Integrating and delivering the relevant event and convention information, 
knowledge, and resources to stakeholders, including event planners, local 
suppliers, event participants or attendees, local community, government 
agencies, sponsors, and media;  
(iii) Utilizing a diverse range of marketing strategies to generate sustainable growth.  
In this sense, SCB strives to be innovative in the ways in which it wins bids by 
creatively developing fresh ideas and winning strategies.   
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(iv) Developing credibility and reputation over time and through demonstration of 
leadership by securing events and conventions that benefit local communities. 
 
SCB and the Development of Social Capital  
The MICE is known as a multifaceted segment of the tourism industry, involving many 
different players (Sangpikul & Kim, 2009).  Forming specific societal structures and 
processes within its own sector of delegates and MICE-related businesses, the 
evolution and progression in MICE industry are associated with social benefits through 
an exchange of ideas, fostering business contacts, and facilitating knowledge transfer.  
In this context, the coordination and cooperation within the business sector of the 
MICE industry can be regarded as fitting with the social capital concept.  
 
Mackellar (2007) explored the multifaceted network relationships through one-off 
events by presenting a structural design of relevant inter-organizational relationships.  
Using nodes and links, the model explained the varying strength of relations and 
cooperation between pertinent players.  In explaining the multifaceted network 
relationships in the present case study, Mackellar’s (2007) sociogram is adapted, to 
provide an understanding of the network structure between SCB and key fragmented 
convention players.  Figure 4.4 shows the structural design of multifaceted network 
relationships of SCB and key players.   
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Industry related to 
specific convention
Convention 
(client)
SCB
Suppliers
Trade associationsLocal businesses
(food, leisure, entertainment)
Local community
State tourism
MediaSponsor
Local government
Malaysia tourism
 
 Figure 4.4 Multifaceted network relationships of conventions and SCB 
Note. Adapted from Mackellar (2007).                signifies primary node.    signifies secondary node.   
         signifies strong relationships.                signifies weak relationships. 
 
The identification of key participants involved in the development of social networks, 
supports conceptualization of a social structure.  In the specific context of the present 
case study, conventions are represented by event planners, whilst suppliers are 
represented by major MICE-related local providers including hotels, tour operators, 
business-event companies, advertising and media agencies, convention centre and other 
business event and tourism-related contractors.  Thus, the SCB seeks and builds strong 
relationships with a range of industry partners including sponsors, local government 
and community, media, and suppliers. Primary nodes include SCB, convention clients, 
and suppliers are shaded in Figure 4.4, identified as major relationships between 
convention–SCB-suppliers.   
 
The strength of relationships (bold lines in Figure 4.4), representing medium to high 
level of dependency between the players is based on past experiences and previous 
transactions between organizations (Mackellar, 2007).  As shown in Figure 4.4, the 
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convention (event planner) has weaker connections with local government, given the 
limited past activity between these parties.  Conversely, the SCB, has a strong 
relationship with local government, having coordinated a substantial number of 
functions and events for state and local communities. 
 
For the purpose of further discussion in the present case study, focus will be narrowed 
to the network relationships between convention-SCB-suppliers.  The particular focus 
provides a detailed investigation on the quest for value-added strategies and business 
performance between specific inter-relationships of primary players.             
 
Causal Network Model Development 
The approach taken here is to explore, through a social capital perspective, 
interrelationships of internal and external networks that substantially affect strategic 
value-added processes, leading to sustainable business practices.  Figure 4.5 shows a 
causal network map incorporate four main dimensions: Points A (social capital), B 
(value-creation), C (performance), and D (sustainable business performance).  As 
displayed in Figure 4.5, numbers and lower case letters in parentheses relate to 
variables outlined in the proposed model.   
 
In this case study, two dimensions of social capital are of particular interest: internal 
networks (Point Ai) and external networks (Point Aii).  Social capital (A) fosters 
cooperation of players within external and internal networks, emerging from the 
interactions between the SCB (firm), conventions (clients) and local suppliers.  These 
interrelationships are important for negotiations of costs and prices, and dealing with 
related value-added strategies (B) among players.  Performance (C) concerns the 
implemented strategies that are intermittently checked, in order to finally achieve 
sustainable business performance (D).   
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ii) External network
Social Capital (A)
i) Internal network
SCB
a) Clients
b) Suppliers
Sustainable Business 
Performance (D)
Value Based Strategies (B)
Performance (C)
a) Value creation
b) Value positioning
ii Adding speed of services
i) Adding creativity
iii) Personalization of services
iii) Boosting support strategies
iv) Business matching strategies
i) Liaising strategies
ii) Lobbying strategies
i) Efficiency
ii) Effectiveness
iii) Award received
i) Competitiveness
ii) Business survival
iii) Distinctive advantages
 
Figure 4.5 Causal network model of linkages between social capital, value-added strategies, and business performance for SCB 
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Social Capital (A) 
Multifaceted network relationships can develop dynamically for MICE businesses that 
are actively involved with meetings, events, and conventions.  The foundation for these 
network relationships are based on the structure of interactions between individuals, 
who are visible and distinguishable (Figure 4.4).  Based on the established and 
structured foundation of these business relationships, social capital presents as a 
collective expression for these sound network interactions that form part of 
advantageous elements of business.   
 
It is perhaps noteworthy that business relationships and social capital elements of the 
MICE industry can be viewed in the unique, specific context of networking.  According 
to the personal assistant of the CEO, Elynnie Dominic Jau, the MICE industry is 
actually based on networking and relationships.  In line with this view, the Business 
Development Manager Chew Chang Guan stated that the conference itself is the place 
or occasion where new relationships are built, whilst existing relationships are 
strengthened; adding that the relationship itself brings us to a new cluster of networks 
and fresh relationships, which can identify fresh business opportunities…  Networking 
is also used to attract more conferences to be conducted in Sarawak. 
When elaborating on the importance of social capital, Chew Chang Guan indicated that 
strong and extensive networks might result in more opportunities and prospects, which 
can be either as short-term or long-term.  It is taken as given by Chew Chang Guan 
that social capital generally results in immediate, positive consequences, and 
continuing benefits to business, which happens through networking. 
As a non-government organization (Dosi et al.), SCB is not profit driven, but rather to 
foster and to develop networks linking MICE-related businesses in order to inspire and 
to stimulate a vigorous business environment, which ultimately leads to the business 
viability of Sarawak’s MICE industry.  In the face of these sound business relationships 
are connections and cooperation, the networks of which subtly create value for related 
parties, via business dealings, transactions, and exchanges. 
 
138 
 
Internal network (Ai) 
In the context of SCB, internal networks (Ai) consist of staff and other stakeholders 
(interested parties) that internally have the same intention of stimulating the Sarawak 
MICE industry.  Constituting the other part of the internal network system are the key 
stakeholders, the Sarawak State Government, SCB ambassadors, and individual parties 
who have an interest in promoting Sarawak to host events and conventions from all 
over the world. 
 
a) SCB staff 
All staff within the firm, including the CEO, continuing staff, and temporary workers 
are considered as part of the internal network.  Staff members contribute to most of the 
critical functions to achieve business targets.  Key areas concern promotional and 
bidding strategies and comprehensive assistance.  Chew Chang Guan says, we lead, we 
abide, we educate, we facilitate.  At the moment, we are still guiding them (the local 
businesses), but we hope to see the local market being more independent in the future.   
 
b) The Sarawak State Government  
SCB is fully funded by the Sarawak State Government, who is a main stakeholder.  The 
Government provides various support including funding grants, facilities, and official 
arrangement with other government bodies in order to fulfil the economic and non-
economic aims of the State.  
 
c) SCB Ambassadors 
The SCB Ambassadors comprise another part of internal network.  These ambassadors 
are not considered as SCB staff.  These individuals are promoting Sarawak voluntarily, 
based on their capacities and position within the industry or association that they are 
representing, Chew Chang Guan explains.   
 
External network (Aii) 
External networks (Aii) involve the outer set of connections, apart from the internal 
circle of network.  This component of network is still related with creating an event or 
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convention in Sarawak, although with different intentions from promoting Sarawak as 
a MICE host destination.  External networks include clients (Aiia), suppliers (Aiib), the 
media, sponsors, local authorities, the local community, and other sectors which are 
related to events or conventions to be held.  As external networks involve various 
related parties (Figure 1), this component is an extensive, growing interrelated network.   
a) Clients (Aiia) 
Clients refer to event planners or associations, who organize a particular event or 
convention.  In the context of SCB, these clients are not only the people who are 
dealing with previous or current events, but include individuals who have potentials to 
create events or convention in the future.  In some circumstances, clients are 
individuals who have no capacity to plan or organize event, but have business or social 
connections with other persons liable to events or conventions, by recommending 
Sarawak as a MICE host destination.   Chew Chang Guan says, with the aim to market 
Sarawak as one of the world’s best MICE destination, SCB targets business clients 
from both the national and international market range.  For this reason, SCB 
maintains a strong foundation in interacting with various people. 
 
b) Suppliers (Aiib) 
Suppliers consist of local businesses related to the MICE industry, including 
convention centre, hotels, tour agencies, transportation companies, restaurants and 
cafés, and event management agencies.  Suppliers play a big role in supporting 
business dealings made by SCB with its clients (convention planners).  Services and 
products provided by these local suppliers are monitored based on clients’ feedback or 
observation by SCB to ensure that the quality standards satisfy the particular events or 
conventions.   
 
c) Other related components of external network 
Other related components are the groups that play limited business roles but have 
considerable relationship effects on specific events or conventions.  The media, event 
sponsors, state tourism, trade associations, local authorities, and local community are 
examples of these groups.  There is no doubt that the contributions by these parties 
(others than suppliers and clients) are limited, but without them, the aim of staging the 
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event or convention in Sarawak may not have been achievable, says Chew Chang 
Guan.   
 
Generally, SCB emphasizes the importance of adopting an external focus that is 
oriented towards satisfying clients on the one hand, and suppliers whom they rely upon 
on the other hand.  Networking with wide-ranging components of the outer network is 
fostered in order to gain wide-reaching SCB establishments and to extend business 
opportunities. 
 
In the present study, focus is centred on SCB as an entity.  SCB serves as an 
intermediary firm, mediating between of the chain of suppliers and clients.  SCB 
acquires resources, such as labour, expertise, and equipments for specific events or 
conventions, from its suppliers.  In this context, SCB provides guidelines and 
suggestions, monitoring resources (suppliers’ products, equipments or services), to 
reach the standards, including costs and processes agreed with clients.  At the same 
time, SCB acquires businesses from its clients, to enable staging of events and 
conventions in Sarawak.  
Therefore, the process of value establishment depends to a certain extent on 
connections, interactions, cooperation, and business dealings between the three main 
players in the chain: suppliers, firms and clients.  Other parties, such as media and local 
government, are not directly related to the formation of these value-added strategies.    
Figure 4.6 shows the connections and interrelationships between the main players 
within this value chain, principally constituting social capital, as discussed in the 
previous section (Page 141).  Structurally, as noted earlier, the chain establishes SCB, 
as the linchpin, with one main activity involving bargaining with suppliers and clients.  
Figure 4.6 illustrates the directional exchange of resources (--→) and prices (→). 
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Figure 4.6 Sub-model of the interrelationships between suppliers, SCB and clients  
 
As shown in Figure 4.6, external suppliers provide resources (--→) sourced by SCB, 
which in turn are provided to convention clients.  Revenues generated by clients paying 
(→) for this exchange within business relationships for value. 
 
Value Based Strategies (B) 
The success of cooperation and dealings within network relationships in the MICE 
industry is complex.  The complexity is attributable to the involvement of multifaceted 
parties.  Moreover, success is associated with unspoken, intangible value inherent 
within these business dealings.  For these reasons, it is important for a convention 
bureau like SCB to establish continuing long-term value-based business strategies.           
Value based strategies are important to show and materialize business potential.  Value 
is reflected in the business potentials based on the products or services offered in the 
MICE industry.  When creating value-based strategies, business value is established 
based on (i) the current potential possessed by the firm (SCB) and (ii) potential 
Social Capital (A) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
ii) External networks 
 
a) Suppliers 
 
 
 
 
  i) Internal networks 
 
SCB 
b) Clients        price 
        resource 
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communicated to clients or targeted individuals in the market.  These two value-based 
strategies help to explain procedures used by SCB when delivering value-added 
activities for achieving their business targets. 
Value creation (Bi) 
Value creation is a process involving specific products, services, equipment, or 
expertise in the context of valuable resources, to fulfil an agreed exchange for a price.  
Value is based on existing potential (ideas, expertise, services or goods) possessed by 
SCB.  In the context of the MICE industry, SCB and clients work towards reaching an 
agreement to this value over resources, as described below. 
 
a) Adding creativity 
Adding creativity is normally used by improving or beautifying the presentation of 
available resources when dealing or bidding to host a conference or event.  Chew 
Chang Guan stated that normally this approach is made by crafting a special touch, 
which would influence the clients’ view or judgement on specific packages.  Creativity 
can also form part of promotional materials or combination of convention packages 
offered to clients. 
 
Chew Chang Guan added that network relationships within organization (internal 
network) are very important when executing this strategy.  Most ideas assembled from 
all staff add creative elements presented to clients.  Additional ideas may be added 
from suggestions of local suppliers based on available resources (Ai → Bia). 
 
b) Speed of services 
Another approach used in creating higher values for available resources is through 
speed of services to market, says Chew Chang Guan.  The speed can be added during 
offering and handling of dealings, during developing products, services or packages, 
and during organizing the convention.  For example, speed in preparing bid documents 
or arranging local hotels and tour programs according to tentatives date and budgets, 
and when rectifying unexpected problems with feasible alternatives during a 
convention.   
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Chew Chang Guan added that speed of services is also involved with prompt decision 
making and integrating the right, available resource. Therefore, our interrelationships 
with networks are fostered to expedite most of these activities.  Most communication 
platforms like online technologies are utilized to avoid cost and beating the time 
constraint. (Aiia, Aiib → Bib). 
 
c) Personalized services 
According to Chew Chang Guan, tailoring services that specifically satisfy our clients 
is a very effective approach when creating valuable dealings.  SCB offers a range of 
tailor-made services, ranging from bid documents, incentives, and packages for clients, 
personalized to event organizers, convention planners, and delegates.  Intense two-way 
communications between SCB-clients and SCB-suppliers are adopted to produce 
excellent tailor-made services (Ai → Aiia → Bic, Ai → Aiia → Bic).  When executing this 
strategy, SCB targets specific characteristics of clients and the suitability of events to 
provide better, personalized convention incentives and packages. 
 
These three approaches to value creation are associated with existing products, 
services, equipment, or resources, but enhance their appeal.  Thus, value creation is 
based on resource capacity, rather than comparison with rivals or competitors. 
 
Value positioning (Bii) 
By way of comparison, value positioning is a process by which a higher value is 
positioned on a similar or comparable product or service, over and above that of a 
competitor within an industry.  In this regard, SCB has developed four value 
positioning strategies. 
a) Liaising strategies 
SCB serves as a liaison between clients, local service providers, local government, and 
other related parties. Chew Chang Guan says, if they need quotes and ideas or 
proposal, SCB will work with the suppliers to come out with all the quotes and 
proposals to suit their needs.  In this context, SCB works towards effectively conveying 
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useful information to all related parties.  SCB ensures that all related individuals are 
made fully aware and kept informed of progress and changes made before, during and 
after events, to maintain SCB’s reputation and Sarawak as a host destination of choice.  
To this end, SCB aims to develop and to maintain clients’ confidences by soliciting and 
conveying useful information according to their needs.  
Network relationships with all related parties within the external circle of network are 
crucial (Aiic → Biia) when fostering liaison strategies.  Our staff must be responsive and 
sensitive to the people we are dealing with, says Elynnie Dominic Jau.  SCB staff are 
encouraged to apply their problem-solving skills to accommodate this strategy and to 
develop trust among network partners, culminating in high levels of professionalism 
value in the eyes of clients and delegates for current and future events and conventions. 
b) Lobbying strategies 
With clear and specific goals, SCB proactively lobbies clients to attain rights to host 
specific conventions.  As stated by Chew Chang Guan, normally we will help our 
ambassador to do that (lobbying to bid a conference).  We give support and prepare all 
the items needed, such as documents, letters of support and also limited financial 
supports.  Then the ambassador will put forward their request.  We will always make 
sure that we give our best to win that business.  As part of this bid, SCB and 
ambassadors assess and review themes that might fit clients’ interests (Ai → Aiia → 
Biib).  With this issue in mind, SCB aims to be clear, accurate and brief when providing 
the relevant information, so clients and delegates can expect all to be right, says Chew 
Chang Guan.   
c) Boosting support strategies 
While SCB strives to win a bid, they also share the responsibility with the client 
(convention planner) to maximise delegate attendance to Sarawak.  Network 
relationships between SCB and clients are strengthened when executing this strategy 
(Ai → Aiia → Biic).  Support activities include direct mailing or emails to members of 
pertinent associations to encourage individuals to attend events, publicity campaigns in 
trade magazines, advertising in relevant association's newsletters or website, and 
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manning booths at association conventions.   In boosting delegate attendance efforts, it 
is important to go for quality of efforts, instead of quantity. For instance, emails are 
sent to targeted potential participants who might hold a high level of interest in a 
conference, rather than taking a mass distribution approach.   
d) Business matching strategies 
SCB holds road-show activities and meets potential trade partners in other locations or 
countries worldwide, in order to open-up new markets and opportunities for the local 
MICE-related business operations.  As stated by Chew Chang Guan, providing better 
value than competitors is achieved through extensive cooperation and links across 
countries.  In terms of network relationships, SCB attempts to link the wide-ranging 
MICE industry for attaining the shared benefits like cost efficiencies and effectiveness 
in communications and business transactions. Chew Chang Guan added that we match 
make interested buyers with relevant sellers, so that they find that Sarawak is a good 
place for their conferences or events.   
Basically, these four value-positioning approaches comprise appealing products, 
services, equipment, or resources that hold value comparisons.  Chew Chang Guan 
says, it is a matter of how we capture the value, to fully suit with the fulfilment of the 
clients’ needs and other offers in MICE market. 
Performance (C) 
For SCB, performance involves intermittently checking of implemented strategies, in 
order to achieve business performance (C→D).  The personal assistant of the CEO, 
Elynnie Dominic Jau says, by looking at the latest performance (C) achieved,   SCB 
evaluates its strengths and weaknesses in the quest to sustain its business growth and 
continuing business. 
Performance is considered from three main perspectives: efficiency, effectiveness, and 
industry awards granted from MICE-related worldwide organizations.  In terms of 
efficiency, success is evaluated in relation to how available resources (economic, 
cultural resources) in Sarawak are creatively developed and optimized in order to 
generate economic and non-economic benefits, via the MICE industry.  Then, diverse 
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resources that generate revenue are assessed against the incentives or convention 
packages that are well-liked and accepted by clients.  
Performance (C) is also considered in regard to the effectiveness of roles executed by 
SCB.  In this context, the performance is measured by fulfilled clients’ expectations, 
while simultaneously achieving supplier’s business objectives, including client’s 
expectations when no or less complaints are received during the facilitation of specific 
event.  Supplier’s objectives are achieved when there is business growth in specific 
related sectors. 
Attaining industry awards from MICE associations worldwide like the International 
Congress and Convention Association (ICCA) and the Pacific Asia Travel Association 
(PATA) is another indicator of performance.  To date, SCB has achieved a number of 
industry awards, including the Best Destination Marketing Campaign Award: 2009 
provided by the European Incentive, Business Travel and Meetings Exhibition 
(EIBTM), the International Congress and Convention Association (ICCA) Best 
Marketing Award 2008, and Diamond Award for its MICE video commercial shown at 
the Das Goldene Stadttor (the Golden City Gate) Film Competition in Berlin.  Elynnie 
Dominic Jau emphasized, we believe, if we are not portraying our own name via 
international success, then the big industries will not see our existence among other 
convention bureaux throughout the world. 
 
Sustainable Business Performance (D) 
Sustaianble business performance (D) is achieved through consistent, stable business 
coordination and management.  Recently, SCB, signed a ten-year agreement with the 
Sarawak State Government.  Achievements will be reviewed over this ten-year period 
to determine consistency of business development.  Competitiveness (Di), business 
survival (Dii), and distinctive advantages (Diii) are three major characteristics that 
contribute towards business performance.   
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i) Competitiveness (Di)  
Competitiveness is considered in terms of competitive bidding, development of trust 
among business partners and clients, and positioning of Borneo and SCB as strong 
brands in the MICE industry worldwide.  The SCB’s tagline reads: Recharge in a New 
World – Changing Perspectives. 
ii) Business survival (Dii)  
Business survival is a critical aspect of business performance.  As the MICE industry 
involves many parties from different sectors and countries, business survival requires 
thorough planning and risk management of unexpected business consequences.  The 
SCB’s internal network capabilities including a high capacity for problem–solving, fast 
decision making, and quick responsiveness to changes, adapting with the current 
market trends to maintain business survival. 
iii) Distinctive advantages (Dii)  
An ability to create unique convention packages also contributes to business 
performance.  These convention packages foster an air of excitement and satisfaction 
for clients and delegates.  In the long-term, uniqueness helps to strengthen the brand 
and perceived value of Sarawak as a host destination, and encourage return visits, 
follow-up convention bookings, and holiday tourism. 
Sustainable business performance reflects business strengths associated with 
interrelated industry links.  Sound management of these network relationships helps to 
stimulate business regeneration.  Social capital is utilized for achieving business 
targets, both for short- and long-term business development that leads to business 
performance. 
 
Case Study Summary 
The present case study explores the network relationships, value-seeking behavior, and 
value-based strategies employed by SCB in order to foster economic returns to 
Sarawak.  To this end, SCB achieves these economics returns by competing and 
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attracting business based on client preferences and by being the primary marketing arm 
for the MICE industry.   
In the context of the MICE industry, business performance is examined in relation to 
competitiveness and flexibility in managing and coordinating relationships, resources, 
and potential business.  Within SCB, there are three key areas of performance: Creating 
a perception among clients and delegates through harnessing the power of story-telling, 
leveraging the Borneo brand in international markets, and daring to be different 
(uniqueness). 
To maximize cooperation, SCB has developed an integrated management approach by 
forming alliances with key players or representatives from various industry segments 
(e.g., association, MICE suppliers, and airlines).  These alliances or collaborations are 
geared to establishing new industry policies, goals and procedures to strengthen the 
MICE industry and to increase competitiveness, providing benefits to all parties.   
At SCB, internal networks (the staff, ambassadors, Sarawak State Government) and 
external networks (suppliers, clients, sponsors, trade associations, local community, 
media) are critical partakers for business development and performance.  These 
business ties underpin the performance of the business.   
Sound performance has been achieved through the smart use of embedded resources 
within network ties for value-based strategies and effective management of network 
relationships.  Figure 4.5 (p.140) shows these key relationships in the proposed causal 
network model for SCB.  Causal paths are summarized below. 
Interrelationships between social capital, value-creation and business performance 
 Social capital (Ai: internal network of SCB) → Value based strategies (Bi: value 
creation, Bii: value positioning) → Performance (C) → Sustainable business 
performance (D) 
 Social capital (Ai: internal network of SCB) → Value creation (Bia: adding 
creativity) → Performance (Ci: efficiency, Ciii: award received)  
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 Social capital (Ai: internal network of SCB) → Value creation (Bib: adding 
speed of services) → Sustainable business performance (Di: competitiveness)  
 Social capital (Ai: internal network of SCB) → Aiia: External network, Clients 
→ Value creation (Bib: adding speed of services, Bic: personalization of 
services) → Performance (Ci: efficiency)  
 Social capital (Ai: internal network of SCB) → Aiib: External network, Suppliers 
→ Value creation (Bia: adding creativity, Bic: personalization of services) → 
Performance (Ci: efficiency)  
SCB has developed a strong foundation of long-term business networks.  This 
foundation appears to impact indirectly on business performance, through the 
implementation of the value-based strategies.   
Antecedents of Value Creation 
 Social capital (Ai: internal network of SCB) → External network (Aiib: 
suppliers) → Value creation (Bia: adding creativity)  
 Social capital (Ai: internal network of SCB) → External network (Aiia: clients) 
→ Value creation (Bib: adding speed of services) 
 Social capital (Ai: internal network of SCB) → External network (Aiia: clients, 
Aiib: suppliers) → Value creation (Bic: personalization of services) 
Antecedents of Value Positioning 
 Social capital (Ai: internal network of SCB) → Value positioning (Biia: liaising 
strategies →) External network (Aiia: clients) 
 Social capital (Ai: internal network of SCB) → Value positioning (Biib: lobbying 
strategies →) External network (Aiia: clients) 
 Social capital (Ai: internal network of SCB) → Value positioning (Biic: boosting 
support strategies →) External network (Aiia: clients) 
 Social capital (Ai: internal network of SCB) → Value positioning (Biid: business 
matching strategies) → External network (Aiia: clients, Aiib: suppliers) 
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The present case indicates that the two value-based strategies, namely value creation 
and value positioning, highlight how SCB achieves business targets.  Social capital 
emerges as a key component of these strategies, leading to success in the short- and 
long-term. 
Drivers of Performance 
 Efficiency (Bia: adding creativity, Bic: personalization of services, Biia: liaising 
strategies, Biid: business matching strategies) 
 Effectiveness (Bic: personalization of services, Biib: lobbying strategies, Biic: 
boosting support strategies) 
 Awards received (Bia: adding creativity, Biib: lobbying strategies) 
The present case indicates that the three performance indicators (efficiency, 
effectiveness, awards) are achievable via strategies associated with business networks, 
and a specific strategies aligned with networks and related business circumstances. 
Precursors of Business Performance 
 Performance (Cii: effectiveness, Ciii: awards received) → Sustainable business 
performance (Di: competitiveness) 
 Value creation (Bib: adding speed of services) → Sustainable business 
performance (Di: Competitiveness) 
 Value positioning (Biid: business matching strategies) → Sustainable business 
performance (Dii: business survival) 
 Performance (Cii: Effectiveness) → Sustainable business performance (Dii: 
business survival) 
 Value creation (Bib: adding speed of services, Bic: personalization of services) 
→ Sustainable business performance (Diii: distinctive advantages) 
Sustainable business performance is achieved through sound management of business 
resources within established network relationships.  Social capital, have steered 
relationships and value-based strategies, leading to business performance and 
ultimately sustainable business performance. 
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Case Study 3: Malaysia National Entrepreneur Development Corporation or 
Perbadanan Usahawan Nasional Berhad (PUNB) 
 
Company Snapshot 
 
 
 
‘Your success is our aspiration’ 
 
Company Name:                  Malaysia National Entrepreneur Development Corporation 
[Perbadanan Usahawan Nasional Berhad (Malay language)] 
Trading Name:                     PUNB 
Chief Executive Officer:       Datuk Mohd Nasir Ahmad    
Type of Company:               Government agency 
Business Sector:                  Business financing and consulting services 
Key Business Areas:      i).,coordinating body for  investment activities with 
government agencies, Bumiputera companies and 
individuals 
ii) providing integrated entrepreneur development packages to 
assist Bumiputera entrepreneurs in Small-to-Medium sized 
Enterprise (SME) sectors 
No. of Employees (2010):      200 
No. of investees (company)  
(2010):                 
Program/scheme No. of investees (company) 
SMEs 95 
Prosper Runcit (retail) 1800 
Prosper Siswazah (graduate) 91 
Prosper Pemborong (wholesale) 383 
 
 
Participants’ contribution 
on GDP (2010) :               
 
Ringgit Malaysia MYR 3 billions, equivalent to USD $996 
millions (3% of GDP) 
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Introduction 
This case study examines social capital from the perspective of a national 
entrepreneurship development centre.  Considering that one role of the Malaysian 
government is to develop competitiveness of entrepreneurial firms at a national level, 
social capital is recognized as providing a platform for connectedness among 
entrepreneurs within related business sectors.  Social capital is not only a platform for 
business dealings, but also includes elements of collective motivation, communal 
learning, and ways to reshape business culture.    
 
The present case study of the Perbadanan Usahawan Nasional Berhad (PUNB) 
explores social capital concepts and processes within the context of business financing 
and servicing, instilling entrepreneurial value and culture in specific target areas, 
including the Bumiputera (sons of the soils) entrepreneurs’ development, government 
strategic initiatives, and policies targeting national entrepreneurial processes. 
Information for this case study is based on an in-depth interview and email 
correspondence with Ms. Hazina Mohamad, the Head of Strategic Business 
Development Department, supported by secondary data such as company brochures 
and official online facilities and websites.   
 
Perbadanan Usahawan Nasional Berhad  
PUNB is Malaysia’s national entrepreneur development corporation, focusing on 
developing high-potential Bumiputera SME entrepreneurs.  In line with Malaysia’s 
National Development Policy (NDP) to build a dynamic, resilient and progressive 
Bumiputera Commercial and Industrial Community (BCIC), PUNB works to develop 
professional, highly ethical, and committed Bumiputera entrepreneurs, whose 
involvement and contribution are pivotal to the country's economic growth.  
 
PUNB was established in 1991, under the Malaysian Companies Act 1965 with an 
authorised capital of RM500 million of which RM400 million is fully paid up.  PUNB 
is a wholly-owned subsidiary of Bumiputera Investment Foundation (BIF), the 
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coordinating body for investment activities with government agencies as well as 
Bumiputera companies and individuals.  
 
PUNB's business operations are focussed on providing integrated entrepreneur 
development packages to assist Bumiputera entrepreneurs in selected retail and 
wholesale sectors.  These development packages are designed to help entrepreneurs 
develop business acumen, maintain a profitable venture, and shape their enterprise for 
par excellence.  Opportunities are given, through the provision of financial and 
professional development support to entrepreneurs to achieve business success.   
 
Aspirations of PUNB  
PUNB contributes substantially to changing the existing economic landscape within a 
developing country environment.  As part of this process, through development of both 
nascent and active Bumiputera entrepreneurs and support of their emerging businesses, 
a constantly-evolving set of goals has been developed to support this organization’s 
aim of being a premier centre for entrepreneurial development. 
 
PUNB focuses on three main areas: (i) increasing the number and enhancing the quality 
of Bumiputera entrepreneurs in industrial and commercial sectors; (ii) promoting 
development of entrepreneurs in profitable sectors; and (iii) instilling an 
entrepreneurial culture amongst entrepreneurs, and equipping them with adequate 
knowledge and experience.  PUNB develops and structures strategic approaches that 
consider a wide-range of issues associated with Bumiputera entrepreneurs (i.e., 
enterprise-related capital, entrepreneurial incentives, challenges), to ensure that 
business objectives are achieved efficiently and effectively, Ms. Hazina Mohamad 
explains.   
 
Other goals of PUNB are to assist entrepreneurs to penetrate different markets, and to 
explore new venture opportunities.  Thus, PUNB aims to enhance the capacity and 
capabilities of entrepreneurs, so that they sustain their business in uncertain, rapid 
changing economic circumstances, as well as providing businesses with financial and 
non-financial assistance.   
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PUNB is committed to the development, training and mentorship of entrepreneurs, 
leading to high-quality professional development opportunities for various SME 
sectors.  Ms. Hazina Mohamad states, under the PUNB entrepreneur scheme, a number 
of successful Bumiputera companies have successfully penetrated domestic and 
international markets.  To date, more than 50 SMEs have graduated from PUNB.  
PUNB alumnae are associated with various industries, including ICT, oil and gas, 
electronic and electrical, helicopter and light aircraft rental, and commodity products.   
 
PUNB provides business financing facilities, which are different from those provided 
by conventional financial institutions.  Financing schemes are underpinned by Islamic 
principles within which profits and losses are shared.  Depending on proposed business 
project requirements, financing is based on four popular Islamic financing instruments: 
Qard facility (whereby the borrower must pay back the loan's principal amount through 
a fixed instalment schedule), Musyarakah Mutanaqisah (equity injection), Bai Al Inah 
(buy-sell agreements), and Bai Bithaman Ajil (deferred payment sale). 
 
In addition to financial aids, PUNB provides entrepreneurship trainings preparing 
entrepreneurs with basic and advanced sector-related arrangements.  Within stipulated 
timeframes, PUNB works in tandem with investees’ business capacities, monitoring 
future investment prospects.  In this way, PUNB aims to help the Bumiputera 
community, in line with the Malaysian’s Government aspiration to create a 
harmonious and prosperous nation with balanced socio-economic arrangements (Ms. 
Hazina Mohamad).   
 
Service Lines and Markets 
PUNB specializes in nurturing Bumiputera entrepreneurs in the retail and wholesale 
sectors, particularly those interested in starting new ventures, and who possess 
identified entrepreneurial characteristics such as resilience, positiveness, creativity, and 
high levels of self-discipline.  As reported below, the four business funding and 
business development services programs include: Prosper Runcit, Prosper Siswazah, 
Prosper Pemborong, and Siswazah Perantis PUNB.   
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The Prosper Runcit Entrepreneur (retail) scheme is open to viable retail business ideas.  
This scheme constitutes two packages, depending on funding requirements: Package A 
(RM250,000 or USD82,650) and Package B (RM1 million or USD330,690).  Both 
packages include business financing and business services, and professional courses in 
entrepreneurial skills training (awareness, motivation, management development, 
operational monitoring skills, corporate governance).   The scheme is open to 
Bumiputera, above 18 years of age, with favorable financial institutional records.  
Entrepreneurs must be able to finance at least 10% of total project costs. 
 
The Prosper Siswazah Entrepreneur (graduate) scheme provides opportunities for 
young Bumiputera graduates and certificate holders to venture into business and choose 
entrepreneurship as their preferred career.  The scheme is open to all Bumiputera 
graduates, who possess at least diploma or certificate holder from higher learning 
institutions recognised by the Malaysian Government (Ms. Hazina Mohamad).  With 
the aim of inspiring young graduates and certificate holders to be entrepreneurs in retail 
and distribution businesses, PUNB provides integrated financial packages through 
structured and systematic development mechanisms, such as stimulus loans and 
apprenticeship allowances.  Graduates must be under 33 years of age and willing to 
attend programs organized by PUNB.   
 
Similarly, this scheme comprises two packages, depending on the funding requirement 
for the project: Package A (RM50,000 or USD16,530) and Package B (RM100,000 or 
USD33,069).  Both packages come with business services comprising pre-operation 
advice, monitoring of accounts, and business advice and training, rendered 
throughout the loan period and are charged at a nominal rate, on a monthly basis.  
Entrepreneurs must finance at least 10% of total project costs, or provide a minimum 
capital of RM500 for each project.  Loan repayment periods range from three-to-seven 
years.    
 
Accordingly, PROSPER Pemborong Entrepreneur (wholesales) scheme targets 
individuals who aspire to venture or expand their wholesale, distribution or supply-
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chain businesses.  This scheme targets entrepreneurs involved in bulk buying and 
selling of goods and supplies.  Recognizing that wholesale and distribution are 
important components in the supply chain, Bumiputera entrepreneurs are encouraged 
to venture and seize opportunities associated with this sector, particularly in retail, 
wholesale, distribution, and supply.  Ms. Hazina Mohamad adds, concurrently, the aim 
of this scheme is to provide the source of goods and supplies at the cost that helps to 
enhance the competitiveness of other Bumiputera entrepreneurs in the retail business.   
 
This scheme offers financing facilities from RM250,000 (USD82,650), to a maximum 
of RM5 million (USD 1,653,439) for the purposes of working capital, purchase of 
stock and assets and needs of the proposed business.  The repayment period for the 
funding is up to seven years.  There are no age restrictions, entrepreneurs who have 
business experience or have secured rights and contracts to distribute and supply goods 
are encouraged to apply for this scheme.  Entrepreneurs also need to finance at least 
20% of total project costs and to attend business courses.  Business services and 
training associated with the scheme comprise monitoring, identification of premises, 
business training, and networking.  These services help entrepreneurs to seize business 
opportunities, exchange ideas and experiences, and widen their network (Ms. Hazina 
Mohamad). 
 
Siswazah Perantis Entrepreneur (apprentice) scheme is geared to helping graduates 
acquire skills in managing a business through mentoring.  This program is aimed at 
reducing graduate unemployment and creating job opportunities (Ms. Hazina 
Mohamad).  Graduates enhance their skills and knowledge through a hands-on learning 
experience of managing a business entity, training, and courses (eg., business theory). 
 
Graduates must be less than 30 years of age, and willing to undergo a full-time 
mentoring program.  Graduates without a permanent job are encouraged to apply, 
(Ms. Hazina Mohamad).  Apprentices receive monthly allowances during the six-to-
twelve month training.  Upon completion, apprentices interested in creating a new 
venture are considered for Prosper Siswazah financing scheme.   
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Causal Network Model Development 
The approach taken here is to explore, through a social capital perspective, 
interrelationships of internal and external networks that substantially affect two 
practices involved with knowledge and entrepreneurial capacity as well as value-
creation activities, leading to sustainable business development.  Figure 4.7 shows a 
causal network map that incorporates four main dimensions: Point A (social capital), B 
(value-creating activities), C (knowledge & entrepreneurial capacity development), and 
D (business performance).  As shown in Figure 4.7, numbers and lower case letters in 
parentheses relate to variables outlined in the proposed model. 
 
In the present case study, two dimensions of social capital are of particular interest: 
Internal networks (Point Ai) and external networks (Point Aii).  Social capital (A) 
fosters cooperation of players within external and internal networks, emerging from the 
interactions between PUNB with other related parties within business circles.   These 
interrelationships are important for negotiation and implementation of strategies and 
policies for performing value-creating activities (B), leading to knowledge and 
entrepreneurial capacity development (C).   
 
Value-creating activities (B) generally involve policies, programs, and activities, 
designed by PUNB for fostering and enhancing the number and quality of 
entrepreneurs in industrial and commercial sectors.  Knowledge and entrepreneurial 
capacity development (C) in general is concerned with resilience of entrepreneurs, and 
fostering entrepreneurship as a preferred career for individuals, and as part of the 
culture of the Bumiputera society.  Business performance (D) concerns the continuing 
inspiration and enhancement of business familiarity and understanding for ensuring 
development of existing investees and potential entrepreneurs.  
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Social Capital (A)
Value-Creating 
Activities (B)
Knowledge & Entrepreneurial 
Capacity Development (C)
Business Performance (D)
i) Funding policies 
(financing packages, business 
servicing)
ii) Training programs 
(entrepreneurial trainings)
iii) Entrepreneurial activities 
(networking, joint activities)
i) Human capital 
(entrepreneurs’ competencies, skills)
ii) Business values 
(professionalism, commercialism) 
iii) Entrepreneurial culture 
(competitiveness, resilience)
i) Sustainable strategies to 
ensure the entrepreneurs 
can compete domestically 
and globally 
(building strengths, resolving 
weaknesses)
ii) Sustainable development 
of entrepreneurial success 
(effective business management)
i) Internal networks
b) Stakeholders 
(e.g., Board of Directors, National Government, 
ministry)
c) Bumiputera Investment Foundation
ii) External networks
b) Society (Bumiputera society)
a) Clients (entrepreneurs)
a) Employees 
(e.g., the CEO, Head of Departments, managers, 
clerical staff)
  
Figure 4.7    Causal network model of linkages between social capital, value-creating activities, knowledge and entrepreneurial 
capacity development, and business performance for PUNB 
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Social capital (A) 
As a centre for national entrepreneurship development, PUNB accesses and promotes 
networks for participants of programs, as well as with people outside PUNB programs, 
in order to facilitate the evolution of Bumiputera entrepreneurs.  Hence, networking as 
part of social capital is viewed as part-and-parcel of goal achievement, to foster 
entrepreneurial development via partnerships and mentorship.  Networking and related 
opportunities provide access to skills, new markets, capitals and collective and 
reciprocal advantages (Ms. Hazina Mohamad). 
Internal networks (A i) 
In the context of PUNB, internal networks (Ai) consist of PUNB staff (Aia), 
stakeholders (Aib) which include national Government, industry partners, internal 
stakeholders (board of directors), and related government agencies, and the main 
stakeholder, the Bumiputera Investment Foundation (Aic). 
 
PUNB staff (Aia) 
Staff are regarded as the strength of the PUNB mission and all programs. Staff 
members are given various tasks, and are responsible for handling specific information, 
knowledge, and projects based on their expertise.  It is also important that all staff 
aware of their roles and responsibility to boost the national entrepreneurship 
development (Ms. Hazina Mohamad). 
  
Stakeholders (Aib) 
Other stakeholders comprise of board of directors as well as other interested parties 
including National Government, industry partners, and private agencies who 
collaborate with PUNB programs.  In seeking for mutual beneficial relationships, 
PUNB is always open for collaborations for achieving the aims of developing 
economic advancement (Ms. Hazina Mohamad). 
 
Bumiputera Investment Foundation (Aic) 
PUNB is fully funded by the Bumiputera Investment Foundation, the main stakeholder.  
The Foundation, which is a company limited by guarantee, provides support including 
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funding grants, facilities, and shares in companies controlled by government bodies and 
issued under the Bumiputera equity investment participation scheme.  
 
External networks (Aii) 
External networks (Aii) are those that not considered to be part of the PUNB entity.  
External network are aligned with the PUNB mission and values, and are encouraged to 
foster entrepreneurial development and changes within the Bumiputera people and 
enterprises.  External networks include clients (Aiia), society (Aiib), and other sectors 
(i.e., the media, financial institutions).     
Clients (Aiia) 
Clients are entrepreneurs who are participating under specific schemes or mentorship.  
In the context of PUNB, these clients are not only the people who are participating 
with previous or current programs, but include Bumiputera individuals who have 
potentials to start business with PUNB in the future (Ms. Hazina Mohamad).   
 
Society (Aiib) 
Malaysian society in general, and the Bumiputera society are considered as being part 
of the external network.  The society is targeted to adopt an entrepreneurial culture 
(Ms. Hazina Mohamad).  Thus, society constitutes a broad range of external networks, 
to whom entrepreneurial and cultural effects influences are targeted, through the 
development progress and transformation under PUNB programs.     
 
Other related external network 
Other groups that play a role in Bumiputera entrepreneur development and contributing 
to the PUNB mission include the media, universities, financial institutions, trade 
associations, and local authorities.  Most of these parties support PUNB programs in 
various ways.  For example, the media (e.g., newspapers, business magazine, local 
bulletin) broadcast and promote PUNB programs and activities to reach the society 
with updated information. Local universities (e.g., Universiti Tun Razak, Universiti 
Utara Malaysia) promote the PUNB graduate programs by conducting series of 
entrepreneurship student programs.     
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PUNB emphasizes the importance of adopting an external focus oriented towards 
satisfying clients (Aiia) on the one hand, and educating the society (Aiib) on the 
advantages of entrepreneurial and economic development on the other hand.  In this 
context, networking with wide-ranging external networks is fostered to gain wide-
reaching PUNB establishments, and to extend business opportunities. PUNB roles vary 
in helping all the investees with different needs and capacities.  We are aware that, for 
example, there are different requirements in terms of networking for start-up 
companies when compared to big, established companies.  So, we look on the 
appropriateness of different networks and networking approaches, as well as the 
expectations, we held for each of our investees (Ms. Hazina Mohamad). 
 
As a specific government-linked body, PUNB drills the potential of nascent and active 
entrepreneurs for national economic development.  Based on on-going observations 
and industry forecasts, PUNB provides capital injections as well as appropriate 
trainings to boost the Bumiputera participation in SME and the retail sector (Ms. 
Hazina Mohamad).  In this context, PUNB provides constructive guidelines, 
suggestions, and advice for hold to start a business and to maintain business operations.  
At the same time, PUNB provides extra capital for expanding high potential of existing 
ventures.  The process of developing entrepreneurial potential and capacities depends 
to a certain extent on relationships and interactions between the two main parties: 
PUNB and entrepreneurs, leading to knowledge and resource exchange, improvement 
and value-creation, and sustainable business development.   
 
Value-creating activities (B) 
Value-creating activities (B), geared towards nurturing national entrepreneurship, 
involve three main approaches or areas including funding policies, training programs, 
and entrepreneurial activities.  Funding policies relate to business services and 
financing packages that are offered to entrepreneurs; training programs concern 
competency development and on-going entrepreneurship courses; and entrepreneurship 
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activities primarily involve networking opportunities and venture prospect 
arrangements.  
Funding policies (Bi) –business financing and business servicing  
The planning and implementation of funding policies, and integrated business servicing 
packages are considered value-creating activities, forming a central component of 
PUNB strategy and goals.  Planning and implementation activities involve reviewing 
contracts and agreement conditions, scrutinizing the details of potential entrepreneurs, 
and monitoring the investees’ progress along the programs.  Ms. Hazina Mohamad 
explains: the monitoring activities, for example, are executed at least once a month, by 
visiting our investees.  Hence, entrepreneurial activities are crucial for both business 
development and human (capital) development; helping to foster resilience, self-
confidence, and competitiveness in Bumiputera entrepreneurs. 
Over the previous 20 years, PUNB has targeted different sectors of the Malaysian 
economy, in response to Government needs and economic circumstances.  In 1992, we 
look at manufacturing, in year 2000 we focus on retail, and in year 2006, we focus on 
wholesale.  As we can see, the investment components are changed depending on 
current economic trends.  Furthermore, in year 2005, Prosper Siswazah (graduate) is 
introduced to resolve the problem of unemployed graduates due to the effects of 
economic downturns (Ms. Hazina Mohamad).  Rules and expectations associated with 
the business services and financing packages are standardized to ensure high quality 
outcomes, and packages that are offered match industrial and sectoral requirements, 
and local community considerations.   
Training programs (Bii) 
Training programs are offered as part of the integrated packages with business funding.  
These courses are on-going and directed at competency development, charged at 
nominal charges for the duration of funding.  Training programs are based on package 
type and participant capacities.  Courses are to a large extent tailored to cater 
participant’s needs and geared also to enrich entrepreneurial capabilities including 
negotiation skills, decision making, and visionary capacity. 
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Training is important for the development of human capital (Bii → Ci) fulfilling the 
current needs of participant entrepreneurs, the business sectors, and society.  Programs 
provide opportunities for the stimulating exchanges of fresh ideas and latest knowledge 
for entrepreneurial capacity development (Bii → C).  Training is also given to our staff 
(Aia) in both methods, classroom/seminar style and on-job training, which is important 
for developing their knowledge and entrepreneurial capacity development.  In terms of 
on-job training, staff is allocated for a week placement in a particular enterprise to 
gain real experiences (Ms. Hazina Mohamad). 
Entrepreneurial activities (Biii) 
As noted earlier, entrepreneurial activities focus on networking and opportunities for 
venture prospects. Ms. Hazina Mohamad elaborates, PUNB uses networking to 
promote the investees to link with other government agencies (e.g., MATRADE), and to 
support the program participants to expand their business operations.  Networking is a 
constantly evolving process, involving joint-activities, possible partnerships, 
collaborations, cooperation with other businesses, sharing of latest technology, 
determining ways of flowing the cost of production, and stimulation of creativity 
through discussion with partners.  Thus, networks play a significant role creating value 
for partners.   
Through policies, programs, and entrepreneurial activities, PUNB structures value-
creating activities (B) to enable capacity building and up-skilling program participants.  
These value-creating activities (B) are monitored and improved continuously, 
concurrent with recent needs of knowledge and entrepreneurial capacity development 
(C). 
 
Knowledge and entrepreneurial capacity development (C) 
Knowledge and entrepreneurial capacity development (C) is concerned with 
knowledge and intangible elements, that reside in and involve exchange between 
PUNB and participant entrepreneurs.  The relationship between these two parties has 
lead to three identifiable knowledge development aspects; human capital, business 
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values, and entrepreneurial culture.  Human capital (Ci) embodies the knowledge, skills 
and expertise as shaped of individuals to enable informed decisions regarding finance 
and investment inter alia (e.g., physical, venture capitals).  Business values (Cii) 
encapsulate the approaches and views of business.  Entrepreneurial culture (Ciii) 
concerns the organizational collective rules, behaviors, and expectations that influence 
the competencies and practices of enterprises.      
Human capital (Ci) 
As part of the development processes, there is an exchange of knowledge, ideas, and 
experiences between Bumiputera entrepreneurs and PUNB.  In this context, 
entrepreneurs generate revenue with specific capital possessed within themselves is 
acknowledged and traded as human capital.  For PUNB, knowledge accumulation and 
expertise exchange determine the strength of human capital possessed by the nascent 
entrepreneurs.  
According to Ms. Hazina Mohamad, the development of human elements is important, 
as they are seen to lead entrepreneurs to positive and competitive practices in 
managing their enterprises.  As a centre for national entrepreneurship development, 
PUNB takes a long-term development and growth perspective.  Ms. Hazina Mohamad  
emphasized that within PUNB, employees are rotated for learning and experiencing 
all-round understanding of entrepreneurial necessities as a way of developing human 
capital  Ensuring that knowledge is integrated within and between the enterprises, 
PUNB also facilitates knowledge exchange and learning activities between participants 
(Biii → Aii), leading to the development of a knowledge base within entrepreneurial 
community.  PUNB initiatives include providing training and learning opportunities, 
encouraging networking for active learning purposes, optimizing knowledge creation, 
and helping to and providing information for improving business processes.  These 
PUNB initiatives target entrepreneurial capacity building (Bi → C).   
Business values (Cii) 
In part, business values emerge from knowledge accumulation embedded within 
partnerships and networks, the values of which esteem entrepreneurial spirit, 
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competitiveness, professionalism, commercialism, and ethics. Business values are 
escalating through networking, yet accepted easily and absorbed widely.  PUNB prefers 
three main ingredients of business value to be practised by the staff and entrepreneurs 
that are.  Entrepreneurs, who appreciate these values, are in our view, the only ones 
who can achieve genuine excellence.  Ms. Hazina Mohamad added that personal touch 
and communication are important mechanism we use to convey the results (values) that 
we want.   
Ms. Hazina Mohamad stated that PUNB programs emphasize while professionalism is 
instilled through an emphasis on business management and by being systematic, 
disciplined, and effective decision-making; commercialism is associated with 
development of quality products/services, high levels of creativity and service delivery, 
keeping abreast with current technological developments, and competitive cost of 
production.  Adoption of ethical values and transparent management practices, 
positive thinking, and application of respectable business principles are also 
emphasized.  Ms. Hazina Mohamad  reiterated that the uniqueness of PUNB is giving 
advisory services on top of business financing. At the same time, this is indirectly 
cultivating desired business values such as professionalism, commercialism, ethics via 
direct monitoring by PUNB within stipulated timeframes. 
Entrepreneurial culture (Ciii) 
Another outcome of knowledge exchange and networks is entrepreneurial culture, 
demonstrated through shared rules, behaviors, and expectations. Self-confidence, 
competitiveness, resilience, and belief in the possibility of being successful in ventures 
are part of the entrepreneurial culture ingredients to be nurtured among the 
Bumiputera entrepreneurs and society (Ms. Hazina Mohamad).  Collective adoption of 
these qualities is taken as engendering entrepreneurial spirit, and increasing the 
likelihood of stimulating economic development.   
Strategically, PUNB strives to foster entrepreneurial, organizational cultural growth by 
being progressive.  Entrepreneurial culture is constantly inculcated within PUNB itself 
before educated to the clients through business practices and trainings (Ms. Hazina 
Mohamad).  Shared vision and mission statements along with rules, behaviours, and 
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expectations are conveyed to all PUNB staff, participants, and the community (Biii → 
Aii), through brochures, websites, staff meetings, and other designed activities (e.g., 
programs, business dealings, practices, entrepreneurial training).    
In general, knowledge and entrepreneurial capacity development (C) is closely related 
to the explicit goal of instilling an entrepreneurial culture amongst Bumiputera 
entrepreneurs.  Networks are used to support the integration of knowledge, and 
development of human capital, business values, and an entrepreneurial culture as part 
of venture creation, start-up, and increasing the likelihood of business performance and 
profitability.  In this sense, social capital (A) supports the processes of developing 
bases for entrepreneurial capacity and viability of businesses operated by Bumiputera 
entrepreneurs (D). 
 
Business performance (D) 
Two elements are given prominence for achieving business performance (D), that are 
sustainable strategies (Di) and development (Dii).  Sustainable strategies (Di) are 
intended to support Bumiputera entrepreneurs so that they can compete domestically 
and globally, while remaining sustainable.  Sustainable strategies focus on mechanism 
for building strength and resolving weaknesses associated with current programs and 
participants.  Ms. Hazina Mohamad emphasized that sustainable strategies are 
strategically designed by exploiting opportunities and potentials associated with 
market and economic changes.  In other words, strategies are based on in-depth SWOT 
analyses not only for PUNB, but also for participating entrepreneurial ventures.  
Sustainable development (Dii) emphasizes effective business management, to assist 
enterprises develop venture capacity both internally and externally.  The scope of 
sustainable development for PUNB is to foster the development of a wide spread 
national entrepreneurial base for future generations and to help these ventures to 
sustain their growth.  Ms. Hazina Mohamad noted that the efforts done on sustaining 
the development of Bumiputera entrepreneurs’ include, but not limited to increasing 
prospects for new, potential markets, and stimulating changes in entrepreneurs short-
term goals, and motivating them to develop to the next levels.  PUNB encourages 
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Bumiputera entrepreneurs to consider and then embrace progressive business principles 
that increase the likelihood of business success.  In obvious way, we see 
entrepreneurial development in terms of the increases in numbers of Bumiputera 
businesses and percentage of national GDP attributable to PUNB entrepreneurs.  For 
the moment, we contribute only about RM 3 billion in sales to Malaysia (Ms. Hazina 
Mohamad). 
PUNB also endeavours to align issues relating to business performance and commercial 
interest with societal considerations, and ethical values and practices.  In this way, 
individuals are given equal opportunities and a fair chance to participate and succeed in 
the Malaysian economy. 
 
Case Study Summary 
The present case study examines entrepreneurial business performance from the 
perspective of a government-linked agency, charged with intensifying the proportion of 
Bumiputera entrepreneurs in the Malaysian economy and fostering an entrepreneurial 
culture that aligns with Malaysian society.  To achieve these goals, PUNB promotes the 
development of knowledge and entrepreneurial skills in nascent entrepreneurs and their 
ventures; encourages the formation of conducive entrepreneurial settings for 
entrepreneurs, and cultivates positive business views and progressive qualities in 
Bumiputera entrepreneurs. 
Networking is regarded as an essential conduit for attaining business goals at start-up, 
venture development, and when monitoring business progress.  Benefits associated 
with sound networks or social capital (A) are exploited, via information and resource 
accumulation, and joint-venture arrangements during formative entrepreneurial 
business capacity building and development.  
PUNB fosters value-creating activities (B), and knowledge and entrepreneurial capacity 
development (C) to help investees or program participants to attain business 
performance (D).  Value-creating activities are associated with improvement 
approaches, to upgrade to present Bumiputera and national entrepreneurship 
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performance and growth potential.  Knowledge and entrepreneurial capacity 
development are intangible outcomes associated with these approaches.  These key 
relationships are shown in the proposed causal network model for PUNB (Figure 1).  
The subsequent sections summarize these causal paths. 
Interrelationships between PUNB’s social capital, value-creating activities, 
knowledge and entrepreneurial capacity development and business performance  
 Social capital (Aia: employees) → Value-creating activities (Biii: entrepreneurial 
activities) → Knowledge and entrepreneurial capacity development (Ciiii: 
entrepreneurial culture) → Business performance (Dii: sustainable development) 
 Social capital (Aia: employees) → Value-creating activities (Bii: training 
programs) → Knowledge and entrepreneurial capacity development (Ci: human 
capital, Cii: business values) → Business performance (Di: sustainable strategies) 
 Social capital (Aib: stakeholders, Aic: Bumiputera Investment Foundation) → 
Value-creating activities (Bi: funding policies) → Business performance (Dii: 
sustainable development) 
 Social capital (Aiia: clients) → Value-creating activities (Bii: training programs, 
Biii: entrepreneurial activities)  
 Social capital (Aiia: clients) → Knowledge and entrepreneurial capacity 
development (Cii: business values, Ciii: entrepreneurial culture) → Business 
performance 
 Social capital (Aiib: society) → Value-creating activities (Biii: entrepreneurial 
activities) → Knowledge and entrepreneurial capacity development (Ciii: 
entrepreneurial culture) → Business performance (Dii: sustainable development) 
Through knowledge and entrepreneurial capacity development, social capital appears 
to influence value-creating activities that are geared towards business performance.  A 
unique component of social capital is PUNB’s emphasis on human elements and 
tailoring programs to match investees. 
 
 
 
 169 
Drivers of Value-Creating Activities 
 Social capital (Aib: stakeholders, Aic: Bumiputera Investment Foundation) → 
Value-creating activities (Bi: funding policies)  
 Social capital (Aia: employees, Aiia: clients) → Value-creating activities (Bii: 
training programs)  
 Social capital (Aia: employees, Aib: stakeholders, Aiia: clients, Aiib: society) → 
Value-creating activities (Biii: entrepreneurial activities)  
As elaborated in this case study, PUNB emphasizes the importance of personal, 
interactive business relationships with clients.  Concurrently, open and dynamic 
network are fostered with other related parties to facilitate collaboration and exchange 
of business resources and capitals.  Relationships between internal and external 
networks are significant drivers of value-creating activities. 
 
Antecedents of Knowledge and Entrepreneurial Capacity Development 
 Value-creating activities (Bii: training programs) → Knowledge & entrepreneurial 
capacity development (Ci: human capital, Cii: business values)  
 Value-creating activities (Biii: entrepreneurial activities) → Knowledge & 
entrepreneurial capacity development (Ciii: entrepreneurial culture)  
Intangible outcomes associated with knowledge and entrepreneurial development 
emerge from the accomplishment of value-creating activities.  Strategies and 
appropriate approaches (e.g., training, monitoring) heighten the development of 
capacity in entrepreneurs. 
 
Precursors of Business Performance 
 Knowledge and entrepreneurial capacity development (Ci: human capital, Cii: 
business values) → Business performance (Di: sustainable strategies) 
 Value-creating activities (Bi: funding policies) → Business performance (Dii: 
sustainable development)  
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 Knowledge and entrepreneurial capacity development (Ciii: entrepreneurial 
culture) → Business performance (Dii: sustainable development)  
Business performance is achieved through organized nurturing of nascent Bumiputera 
entrepreneurs, sound management of business networks and embedded resources (e.g., 
knowledge, skills, expertise).  Business networks, or social capital, support the 
accumulation of embedded knowledge and entrepreneurial capacity, leading to 
business performance.   
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Cross-Case Analysis 
When developing an in-depth view of phenomena, analyses and interpretations are 
constructed and verified on the basis of views of interviewees, in this case, business 
managers.  Using an iterative process, each case is examined, and interview questions 
were reformulated to maintain consistency and legitimacy with interviewees’ 
descriptions and explanations.  This qualitative method enabled the present investigator 
to capture individual’s points of view regarding social capital and network 
relationships, and to examine the role of knowledge acquisition and firm value-creation 
play as precursors of business performance.  
 
Utilizing a cross-case analysis of three case studies, this section addresses five research 
questions derived from Study 1 (see Chapter 3, pp. 56-59).  A principal aim of this 
cross-case analysis is to derive conclusions, going beyond the separate, individual 
impressions of each case.  Key findings across cases are discussed within the context of 
a conceptual model.  While Study 1 reports on interrelationships between variables 
within the NRCBS framework of a proposed model (Chapter 3, p.91), Study 2 secures 
rich descriptions of each dimension via examination of the how, what, and why of 
findings deriving from Study 1, in relation to current literature.   
 
The following section discusses case study findings based on the five research 
questions which emerged from Study 1.  Research Questions 1 and 2 are addressed 
with respect to how network relationships directly influence firm value-creation and 
responsiveness to change, bypassing knowledge acquisition. Research Question 3 
explores the particular social capital elements that specifically affect knowledge 
acquisition.  Research Question 4 investigates links between fragments of business 
performance (i.e., responsiveness to change, business growth).  The ensuing discussion 
of Research Question 5 addresses network relationship orientation from the perspective 
of business managers, in relation to business performance, culminating in a thematic 
analysis on the current three cases.  Table 4.6 provides a summary of generated themes 
and supporting data in relation to the five research questions.  
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Table 4.6 Analysis questions and generated themes 
Question Theme Supporting Data 
 
1. In what way does network 
relationship orientation 
influence firm value-
creation? 
 
Collective interaction, 
collaboration, joint-
ventures, organizational 
improvement. 
  
 
Noor Arfa 
Organisational improvements appear to be the result 
of direct or indirect collective interaction within the 
organisation, through brainstorming, solution finding, 
and intra-company coaching (including sales, 
marketing or operation-based training).  Networks 
relationships form part of our value-creation 
strategies, and can unveil a number of benefits for our 
company including opportunities of business 
expansions via exports or franchises, promoting 
collaborations and joint-ventures; and access to 
expertise, skills, knowledge, and production-related 
technologies (Wan Mohd Azwan). 
 
 
2. In what way does network 
relationship orientation 
influence responsiveness to 
change? 
 
Intensive two-way 
communication, 
personalized services, 
applying problem-solving 
skills, sensitivity to client 
needs and demands 
 
 
SCB 
SCB offers a range of tailor-made services, ranging 
from bid documents, incentives, and packages for 
clients, personalized event organizers, convention 
planners, and delegates.  Intense two-way 
communication between SCB-clients and SCB-
suppliers are adopted to produce high-quality tailor-
made services.  SCB targets specific needs of clients, 
to provide better, personalized convention incentives 
and related packages (Chew Chang Guan).  
SCB staff members are encouraged to apply their 
problem-solving skills to accommodate this strategy 
and to develop trust among network partners, 
culminating in high levels of professionalism and 
value in the eyes of clients and delegates for current 
and future events and conventions. Our staff must be 
responsive and sensitive to the people we are dealing 
with (Elynnie Dominic Jau). 
 
3. How do elements of social 
capital affect knowledge 
acquisition (e.g., 
knowledge exchange, 
absorption)? 
 
 
Internal knowledge 
integration is linked with 
relational elements (trust, 
shared understanding), 
whilst knowledge 
absorption from external 
networks is linked with 
structural embeddedness 
(network configuration, 
interaction frequency)  
 
Noor Arfa 
We believe that the better internal interactions are 
managed, the more strength we gain and this is 
reflected in the ways we accomplish our business 
goals. We emphasize a high level of trust (less 
scepticism or doubt) in problem solving, shared 
understanding to achieve business goals, and 
reciprocal understanding and efforts so that we can 
meet sales targets.  
 
Acknowledging the benefits associated with fostering 
external networking, Noor Arfa works on maintaining 
existing ties and developing links by providing 
regular updates on the company, and its 
products/services.  We always try to absorb resources 
like information, knowledge and technologies from 
outside that may help, either directly or indirectly, to 
upgrade our company performance. 
 
Table 4.6 continues… 
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Question Theme Supporting Data 
 
4. Is responsiveness to 
change an antecedent to 
business growth? 
 
 
Avoiding rigidity, 
fostering flexibility, 
stimulating changes in 
short-term goals 
 
Noor Arfa 
When cultivating positive internal or external business 
relationships, Noor Arfa avoids rigidity when dealing with 
networking issues.  In response to a question about how 
internal and external networks have been nurtured over 
time, Wan Mohd Azwan said that it is always good to be 
flexible depending on the business circumstances.  Given 
that change is inevitable in business, the management 
team is trained to be responsive to change.  Emphasis is 
also placed on being able to adapt the enterprise to 
economic needs and business circumstances in order to 
ensure that the family enterprise remains at the frontier of 
the batik industry. 
 
PUNB 
Ms. Hazina Mohamad noted that the efforts done on 
sustaining the development of Bumiputera entrepreneurs’ 
include, but not limited to increasing prospects for new, 
potential markets, and stimulating changes in 
entrepreneurs short-term goals, and motivating them to 
develop to the next level.  PUNB encourages Bumiputera 
entrepreneurs to consider and then embrace progressive 
business principles that increase the likelihood of business 
success.   
 
 
5. In what way do 
managers take business 
networks relationships 
into account when 
sustaining business?   
 
Maintaining strong 
foundation for business 
interactions, viewing 
networking as part-and-
parcel of goal 
achievement, considering 
reciprocal advantages. 
 
Noor Arfa 
In his capacity as manager of sales, Wan Mohd Azwan 
acknowledged that in every business, striving alone is 
always never better than working together with others in 
order to fulfil our business aims together.  Having 
extensive networks makes it easier to reach the hardest 
business targets.  So, business networks make a business 
feel stronger and to remain in its arena in the short-term 
as well as the long- term. 
 
Social capital provides strong foundations for 
businesspeople to interact in ways to enable the 
achievement of business targets.  Wan Mohd Azwan says 
that social capital is a critical aspect to be concerned with 
particularly those relationships that are formed inside 
and outside of the enterprise as it reflects the dynamics of 
our business and how our business performs. 
 
SCB 
With the aim to market Sarawak as one of the world’s best 
MICE destination, SCB targets business clients from both 
the national and international market range.  For this 
reason, SCB maintains a strong foundation in interacting 
with various people (Chew Chang Guan, SCB). 
 
PUNB 
Networking as part of social capital is viewed as part-and-
parcel of goal achievement, to foster entrepreneurial 
development via partnerships and mentorship.  
Networking and related opportunities provide access to 
skills, new markets, and capital, and collective and 
reciprocal advantages (Ms. Hazina Mohamad, PUNB). 
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Research Question 1: In what way does network relationship orientation influence 
firm value-creation? 
 
Network relationships influence firm value-creation through collective interaction, 
collaborations, and joint-ventures between network actors, as well as through 
organizational improvements.  Internally (i.e., within a business organization), 
organizational improvement is attained via brainstorming, finding solutions, and intra-
company coaching, leading to synergy and solidarity of internal networks.   
 
In this context, network relationship orientation can directly influence firm value-
creation.  This distinction occurs when interactions between firm and partners are 
aimed directly at problem-solving and decision-making, without specifically targeting 
knowledge development or improving the knowledge routines within an organization.  
Consistent with a number of authors (Eggert, Ulaga, & Schultz, 2006; Grönroos, 2008; 
Grönroos & Ravald, 2011), direct relationships between network interactions and 
value-creation is possible, providing promising avenues for businesses to manage 
today’s highly competitive markets.   
 
Research Question 2: In what way does network relationship orientation influence 
responsiveness to change? 
 
The present cross-case analysis shows that network relationships can influence a firm’s 
responsiveness to change when two-way interactions and communication between 
firms and clients focused on modification of products or services.  In this situation, 
products or services can be tailored to market needs, bypassing the elements of 
knowledge acquisition and value-creation, which being the initial intended targets 
within a relationship.  In line with Golann (2006), in order to make quick responses, 
businesses need to have responsive mechanisms for bypassing established processes in 
situations demanded by market or customer conditions.   
 
Mouzas, Henneberg, and Naudé (2007) posited that the nature of business relationships 
can be expedient, or even self-serving because of certain conditions (e.g., business 
objectives, contractual documents, relationship-specific investments).  Moreover, 
changes to knowledge routines and practices, intended for organizational development, 
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can be influenced individual or organizational sense-making (Henneberg, Naudé, & 
Mouzas, 2010), mutual interest, and high level of reliance of firm and clients.   
 
Research Question 3: How do elements of social capital affect knowledge acquisition 
(e.g., knowledge exchange, absorption)? 
 
Findings of Study 1 show that while the relational dimensions of social capital affect 
the internal processes associated with knowledge exchange, the structural dimensions 
can influence the uptake of knowledge emanating from outside of an organization.  
Relational elements (i.e., trust, trustworthiness) can facilitate a willingness to share or 
exchange knowledge between organization members.  This finding provides an 
explanation of how connections and interactions are developed faithfully and reliably 
within intra-organizational relationships, in order to assist processes of internal 
knowledge integration.  This finding reflects Moran (2005, p.1146) who stated that 
relational embeddedness plays a strong role when exchanges [within the relationships] 
involve more complex and tacit knowledge.  Additionally, the relational embeddedness 
contributes to entrepreneurial behavior (Moran, 2005).  Findings suggest that relational 
embeddedness of social capital, a feature of internal networks, can be regarded as a 
highly valuable asset having a potential to foster entrepreneurial development and 
growth. 
 
The structural dimension of social capital (i.e., ties, interaction frequency) can 
influence external knowledge absorption, because communication and interaction with 
people contribute to relationship benefits (e.g., information, know-how) from diverse 
inter-organizational networks.  Moran (2005) postulated that network positions 
facilitate necessary flow of resources (i.e., product reports, market and financial data, 
professional opinion), without requiring extensive relational trust.  Hence, maintaining 
network ties and closeness is a valuable source of external knowledge absorption.  
Research Question 4: Is responsiveness to change an antecedent to business growth? 
Responsiveness to change can be an antecedent to business growth, in the face of 
rapidly changing markets.  In order to grow, businesses need to stimulate as well as 
respond effectively to organizational and industrial change, incorporating changes in 
management structures, operational planning, control, and communication processes 
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(Christopher T. Street & Meister, 2004).  Failure to make such changes can result in 
harm to business development, through stagnation, negative growth, loss of customers, 
and failure to introduce new products, potentially leading to business winding up.  
Golann (2006) suggested that firm responsiveness should be executed in terms of 
product customization, speed of response, and quality customer support and services. 
 
Research Question 5: In what way do managers take business networks relationships 
into account when sustaining business?   
 
It is evident that business managers take network relationships into account when 
considering the performance of their business.  These cases demonstrate that 
organizations maintain a strong focus on business interactions, and consider network 
relationships as an important component for the establishment of business reputation.  
In this sense, organizations acknowledge the collective and reciprocal advantages 
associated with network relationships.  Thus the current findings concur with extant 
research in the area (Florin et al., 2003; Li, 2007; Park et al., 2010; C. T. Street & 
Cameron, 2007).   
 
Thematic Analysis 
In order to capture the main conceptual components related to network relationship 
processes linked with business performance, recurrent themes are identified as a basis 
for synthesizing the qualitative evidence.  As discussed below, a thematic analysis of 
the present three cases identified eight common components affiliated with network 
relationship processes and practices (i.e., social capital, network relationship 
orientation, network strategies, knowledge acquisition, knowledge management 
strategies, firm value-creation, value-creating strategies, business performance). 
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Table 4.7 Cross-case thematic analysis of social capital elements 
Theme Noor Arfa Batik Sarawak Convention Bureau (SCB) Perbadanan Usahawan Nasional Berhad (PUNB) 
Social 
capital  
-Influences the financial and social development of the family 
business. 
-Leads to resource options and business platforms, for 
strategic decision-making. 
-Enriches supporting functions and reflects business dynamics. 
- Results in immediate, positive consequences, 
and continuing benefits to business. 
- Leads to identification of fresh business 
prospects.  
 
- Provides access to skills, new markets, capital, and collective 
and reciprocal advantages. 
- Foster the Bumiputera entrepreneurial development via 
partnership and mentorship. 
Networks 
relationship 
orientation 
 
Internal networks 
-Family members and relatives: High commitment, loyalty, 
moral support and high levels of trust, (especially in problem 
solving).  
-Employees and franchisees: Professional and independent 
stance when providing ideas and recommendations, shared 
understanding, reciprocal efforts to achieve business goals. 
External network 
-Customers, suppliers, trade associations, and media: joint-
benefits in business, market feedback, cost-cutting 
opportunities, and promotions. 
Internal networks 
- SCB staff and ambassadors, and the Sarawak 
State Government share the same interest in 
promoting Sarawak as a MICE host destination. 
External networks 
- Clients (event planners), suppliers (local 
businesses), media, event sponsors, state 
tourism, local authorities and community to gain 
wide-reaching SCB establishments and to extend 
business opportunities. 
Internal networks 
- PUNB staff, stakeholders, Bumiputera Investment Foundation 
same aspiration and mutual beneficial relationships for 
collaborations to achieve the aim of developing national 
economic development. 
External networks 
-    Clients (entrepreneurs) and Bumiputera society are targeted to 
foster entrepreneurial development and change as initiated by 
PUNB. 
Networks 
relationship 
strategies 
 
Internal networks 
-Hold ties through sense of belonging, professionalized 
relationships, clear organizational structures and roles. 
External networks 
-Strengthen ties via regular contact and updates, and open to 
cooperative efforts. 
Internal networks 
- Maintain database to interact with 
clients/customers. 
External networks 
-    Apply problem-solving skills, develop trust 
among network partners, culminating in 
professionalism. 
-    Guide and educate the local businesses about 
international MICE expectations and standards. 
Internal networks 
- Shared motivation and aspiration to prosper national 
economic and Bumiputera entrepreneurship. 
External networks 
- Provide constructive guidelines, suggestions, advice and 
funding to start a business and to maintain business 
operations.  
- Personalized services based on market changes and 
necessities. 
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Social capital 
Findings show that social capital is associated with the presence of business dynamics 
and strong venture support.  All cases recognize the importance of fostering 
relationships within internal and external business network circles, to expand access to 
tangible (e.g., technology resources, investment in customer service) and intangible 
resources (e.g., knowledge, competencies, motivation, reputation), and industry 
platforms.  Table 4.7 provides a summary of social capital concepts, ideas and themes 
for each of the three cases.     
 
As a family business, Noor Arfa (Case Study 1) focuses on a bonding form of social 
capital within its internal networks, by forming relational collectivities (Adler & Kwon, 
2002, pp.19) between family members, relatives, salaried employees, and franchises, in 
order to support and sustain the enterprise.  At the same time, Noor Arfa manages its 
external network relationships involving customers, suppliers, trade associations, the 
media, and government agencies.  Consistent with Nahapiet and Goshal (1998), Noor 
Arfa maintains dual-focus on internal and external network relationships for exploiting 
embedded, actual, and potential resources.   
 
In contrast, Sarawak Convention Bureau, SCB (Case Study 2) and Perbadanan 
Usahawan Nasional Berhad, PUNB (Case Study 3) place more emphasis on bridging 
forms of social capital (Adler & Kwon, 2002, pp. 19).  SCB supports the 
interconnectedness and interdependency in the MICE industry by linking resources 
(information, event expertise, value-added services) that align within their external 
networks.  SCB promotes and facilitates multifaceted relationships between local 
business providers and clients (convention or event organizers) via destination 
marketing.   PUNB also fosters an external-oriented focus by helping to enable the 
potentials of clients (entrepreneurs) and educating Bumiputera society, with a higher 
order goal aimed at national economic development.  Empirically, all three cases have 
acknowledged the presence of social capital in both internal and external network ties.  
However, the network focus orientation is seems to be determined by the nature of 
network settings and relationship strategies with which the business is committed.         
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Networks relationship orientation 
The value of internal networks mostly resides in their ability to handle difficulties 
(based on their specific skills & experience), and to understand the complexities 
associated with their business, which is evident in their venture undertakings to prosper 
the business.  The value of external network is demonstrated in their ability to extend 
resource access, cost-cutting opportunities, and business prospects.  Moreover, sound 
relationships with external networks can lead to the development of new or potential 
markets.  
 
Networks relationship strategies 
The three cases appear to recognize the various structural dimension of social capital 
(i.e., ties, frequent interaction, time spent) in determining the strength and success of 
network relationships.  Furthermore, Noor Arfa (Case Study 1) emphasized how 
relational dimensions (trust, sense of belonging) play a significant role within the 
internal networks of this family business.  High-levels of trust are highly associated 
with loyalty and fidelity of family and nonfamily members involved with the business. 
 
Network relationship strategies are developed and maintained by strengthening the 
internal network relationships, and by establishment of external network relationships.  
Noor Arfa internal network ties are cultivated through generation of a sense of 
belonging.  Another strategy used in strengthening the internal ties occurs via 
professionalizing the business through the establishment of clear organizational 
structures and roles.   
 
In relation to strategies on strengthening the internal network relationships, Wan Mohd 
Azwan noted that it is important for a family business like Noor Arfa to professionalize 
our internal relationships as well as our business practices.  The primary step is to 
define clear roles and responsibility among members of our organization, regardless of 
whether they are family or non-family members. Then, we could hold the ties 
professionally and always maintain good relationships. 
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In comparison, SCB maintains platforms for continuous interaction with the MICE 
market.  Chew Chang Guan stated that with the aim to market Sarawak as one of the 
world’s best MICE destination, SCB targets business clients from both the national and 
international market range.  For this reason, SCB maintains a strong foundation in 
interacting with various people.  PUNB practices an open-door policy to collaboration 
to achieve national economic development.  Ms. Hazina Mohamad noted that in 
seeking for mutual beneficial relationships, PUNB is always open for collaborations 
for achieving the aims of developing economic advancement. 
 
For Noor Arfa, efforts to maintain and stimulate external network relationships are 
achieved through regular contacts and updates on products and company information.  
Wan Mohd Azwan explained that Noor Arfa works on maintaining existing ties and 
developing links by providing regular updates on the company, and its 
products/services, as well as offering suitable opportunities for joint-venture activities.  
SCB develops reputation and trust within MICE market through the use of reliable 
recommendations and professionalism. In support of this position, Chew Chang Guan 
noted that we lead, we abide, we educate, we facilitate.  At the moment, we are still 
guiding them (the local businesses), but we hope to see the local market being more 
independent in the future.  PUNB cultivates interaction and quality business practices 
by providing personalized services to clients (entrepreneurs) and the Bumiputera 
community.  Ms. Hazina Mohamad elaborated that PUNB roles vary in helping all the 
investees with different needs and capacities.  We are aware that, for example, there 
are different requirements in terms of networking for start-up companies when 
compared to big, established companies.  So, we look on the appropriateness of 
different networks and networking approaches, as well as the expectations, we held for 
each of our investees. 
 
Knowledge acquisition 
Relevant knowledge elements appear to emerge among business network circles during 
the process of resource exchange.  Noor Arfa makes a point of updating internal 
knowledge within organization, and taking-in knowledge from the outside.  In the role 
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of a knowledge portal, SCB provides useful and reliable information to event planners 
and local business providers.  PUNB displays knowledge acquisition through the 
practice of communal learning and knowledge exchange between PUNB and its 
investees (i.e., entrepreneurs).     
Table 4.8 Cross-case thematic analysis of knowledge acquisition elements 
Theme Noor Arfa Batik Sarawak Convention Bureau 
(SCB) 
Perbadanan Usahawan Nasional 
Berhad (PUNB) 
Knowledge 
acquisition  
-Internal knowledge 
updating (within 
organization). 
-Knowledge absorption 
(from outsiders). 
 
- Acts as one-stop centre  for 
event hosts and local 
suppliers (coordinates, 
facilitates and supports 
events)  
- Personalized event 
specifications (convention 
incentives and packages)  
- Knowledge accumulation via 
collective, active learning. 
- Cultivation of positive, business 
values. 
- Collective adoption of 
entrepreneurial culture. 
Knowledge 
management 
strategies 
 
-Systematic 
documentation. 
-Practices open door 
policy. 
-Constant learning. 
- Integrates and solicits 
relevant events and 
convention information, 
knowledge, and resources to 
stakeholders (event planners, 
local suppliers, attendees, 
local community, sponsors) 
- Adds creativity to provide 
promotional materials or 
combination of convention 
packages offered to clients 
- Exchange of knowledge, ideas, 
and experiences between 
entrepreneurs and PUNB staff. 
- Continuous learning practice. 
- Personalized services and 
communication with each 
participant. 
 
Knowledge management strategies 
Noor Arfa, SCB, and PUNB display similarities when it comes to applying knowledge 
management strategies via practicing knowledge sharing and continuous learning.  In 
addition, these three companies gain business advantage through design and creativity 
(through combination or modification of knowledge elements) to their products or 
services.  Table 4.8 summarizes knowledge acquisition and applied strategies across 
these cases.  
 
At Noor Arfa, efforts are directed at managing knowledge and related resources 
associated with internal networks, resulting in resource efficiencies, enhancing levels 
of business competencies, and effective monitoring of the company’s strengths and 
weaknesses.  Wan Mohd Azwan stated that we believe that the better internal 
interactions are managed, the more strength we gain and this is reflected in the ways 
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we accomplished our business goals.   At SCB, most ideas assembled from all staff add 
creative elements presented to clients.  Chew Chang Guan noted that additional ideas 
may be added from suggestions of local suppliers based on available resources.  In the 
case of PUNB, Ms. Hazina Mohamad explained that employees are rotated for 
learning and experiencing all-round understanding of entrepreneurial necessities as a 
way of developing human capital.   Ensuring that knowledge is integrated within and 
between the enterprises, PUNB also facilitates knowledge exchange and learning 
activities between participants, leading to the development of a knowledge base within 
entrepreneurial community 
 
Firm value-creation 
These three companies differ in their foci for creating business value.  Noor Arfa 
creates business value through product improvements and incremental process 
improvements.  SCB places value on positioning Sarawak as a host destination over 
competitors, and PUNB focuses value-creation efforts on entrepreneurial capacity 
building of Bumiputera entrepreneurs, as well as national entrepreneurship 
development.  Table 4.9 summarizes value-creation and applied strategy elements.   
Table 4.9 Cross-case thematic analysis of firm value-creation elements 
Theme Noor Arfa Batik Sarawak Convention Bureau 
(SCB) 
Perbadanan Usahawan Nasional 
Berhad (PUNB) 
Firm value 
creation  
-Business expansion via 
network evolution. 
-Incremental innovation 
via organizational 
improvement. 
-Value positioning (to 
position Sarawak as a host 
destination over competitors) 
 
- Competency development (PUNB 
staff) 
- Capacity building and up-skilling 
of program participants. 
 
 
Value-
creating 
strategies 
 
-Succession planning. 
-Cost-cutting opportunities 
and strong resource bases 
via collaborative practice. 
 
 
-Shows and materialize 
business potentials based on 
the products or services 
offered in the MICE industry 
-Facilitates necessary 
procedures before, during, 
and after a convention 
- Constant revisions on business 
services and financing packages 
to match industrial and sectoral 
requirements. 
- Integrated training programs. 
- Partnerships and joint activities. 
- Stimulates changes in 
entrepreneurs short-term goals 
and motivate to develop to 
develop further. 
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Value-creating strategies 
At Noor Arfa, collaborations with network partners are utilized to achieve continuing 
business development (via new market penetration, branch expansion, enhancements in 
product quality & design).  Network evolution, interaction and cooperation are fully 
strategized for business advantage.  In addition, succession planning is taken into 
consideration, ensuring the development of strategies that are aligned with family 
business stability.   
 
In relation to strategies on firm value-creation, SCB directs its major efforts on placing 
valuable recommendations to clients, offering unique convention services and 
packages, and speedy services through its business procedures.  PUNB provides 
personalized business services, financing packages for business start-ups, and training 
programs aimed for sustainable entrepreneurial development of its investees (i.e., 
nascent, Bumiputera entrepreneurs).    
 
Business performance 
In terms of business performance as noted to earlier, Noor Arfa is geared to family 
business survival with plans for succeeding the enterprise to the next generation being 
at the forefront in batik industry.  In order to sustain the business, Noor Arfa strives to 
be competitive, distinctive, and collaborative.     
 
Like Noor Arfa, SCB aims to be distinctive and unique in their markets.  SCB also aims 
to build its reputation and be highly competitive by offering excellent services in 
destination marketing, as well as receiving international recognition and winning 
awards at meetings, incentives, convention, events (MICE) industry.  PUNB builds a 
strong national entrepreneurial base by assisting Bumiputera entrepreneurs to be 
resilient.  Table 4.10 summarizes the cross-case business performance themes.   
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Table 4.10 Cross-case thematic analysis of business performance elements 
Theme Noor Arfa Batik Sarawak Convention Bureau 
(SCB) 
Perbadanan Usahawan 
Nasional Berhad (PUNB) 
Business 
performance  
- Family business 
ancestry 
- Business resilience over 
market change and 
stability 
- Competitive advantage 
(sales achievement and 
award received) 
- Distinctive advantage 
(continuous quality 
advancement and 
product novelty) 
- Collaborative advantage 
via synergy. 
 
- Competitiveness in terms of 
competitive bidding 
- Development of trust among 
business partners and clients 
- Business survival via 
adaptation to the current 
market trends, 
responsiveness to change, 
fast decision making, and 
reliability in problem 
solving. 
- Distinctive advantage via the 
uniqueness, exotic value of 
convention packages, and 
client satisfaction. 
- Development of 
sustainable strategies for 
entrepreneurs to compete 
domestically and globally 
via exploitation of 
business opportunities 
and network potentials. 
- Venture capacity 
development for viable 
Bumiputera businesses. 
- Development of national 
entrepreneurial base for 
future generations. 
 
Conclusion 
In conclusion, the present cross-case analysis shows that each component of network 
relationships is integral for achieving business performance.  While managing network 
ties (i.e., frequency of interactions, time spent, closeness, trust) and embedded 
resources (i.e., expertise, skills, knowledge) are important, the integration and 
balancing of knowledge elements contribute substantially to creating business value.  
Thus, entrepreneurs and business managers should view the value-creation process as a 
crucial part of building firm-specific capabilities for sustainable entrepreneurial 
development.  Meanwhile, they also need to be responsive to market changes 
(competitor strategies on product/service, changes in government incentives and 
policies, capital & resource availability) and pay heed to customer feedback, via their 
networks, ensuring appropriate alignment and synchronization between networks, 
resources, and value-creation strategies.        
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Chapter 5 
Conclusion 
This chapter elaborates upon and discusses the triangulation of results 
emanating from Studies 1 and 2. The unique contribution of this thesis 
culminates in the development of a composite network model, incorporating 
the integral elements to emerge from both studies.  Key qualities of social 
capital, and the associated roles of knowledge acquisition and firm value 
creation in organization capabilities to sustain business are drawn together.  
This chapter concludes with a discussion of limitations and implications for 
research, policy, and practice, and outlines directions for future research. 
 
 
The present thesis investigates factors related to network relationships that lead to 
business performance.  Within the context of a mixed methods design involving two 
studies, this thesis investigates social capital, knowledge acquisition, and firm value-
creation as sources of business performance in Malaysian SMEs.  The key objectives 
of the present thesis are to develop and to test empirically a framework of network 
relationship elements and processes for business performance. 
 
This thesis draws upon accumulated theoretical insights from entrepreneurship, 
organization, and management literature, focusing on network relationship orientation 
to enhance the scope of understanding of social capital and its associated impact. The 
present thesis is timely and relevant, in line with research on network relationships and 
social capital (Casson & Giusta, 2007; Hoang & Antoncic, 2003; R. Lee, 2009; Stam & 
Elfring, 2008) and business performance (J. Johannessen & Olsen, 2009; Pitelis, 2009), 
as well as that focusing on building organization capabilities (Dosi et al., 2008; Zaheer 
& Bell, 2005).  For organization management researchers, the notion of network 
relationships is important, owing to a growing interest in customers and business-to-
business relationships.  From a business perspective, changes in market and business 
interconnectedness (Ulhøi, 2009) inspires management to be concerned with 
understanding and managing network relationships for maximizing business advantage.     
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Triangulation of Studies 1 and 2 findings 
Triangulation provides an opportunity for a rich interpretation of results and 
presentation of a multidimensional perspective (Thurmond, 2001).  Mixed-method 
procedures (e.g., structural equation modelling, causal network modelling, within-case 
analysis, cross-case analysis, thematic analysis) were adopted.  To that end, a full SEM 
model (Chapter 3) and three causal network models (Chapter 4) were developed, 
emphasizing proposed interrelationships between social capital, knowledge acquisition, 
firm value-creation, and business performance.  
 
 
The present thesis is underpinned by social capital theory (Adler & Kwon, 2002; 
Fukuyama, 2002; Tsai & Goshal, 1998), the resource- and knowledge based views of 
the firm (Cabrera-Suárez et al., 2001; Loane & Bell, 2006; Sirmon, Hitt, & Ireland, 
2007), and the organizational capability paradigm (Hoopes & Madsen, 2008; K. E. K. 
Möller & Törrönen, 2003).  Although networks tend to be unique, certain patterns are 
evident as shown in a final composite model (Figure 5.1).   
 
A composite model of network relationships 
The present composite model focuses on interrelationships between social capital, 
knowledge acquisition, firm value-creation, and business performance.  This model 
considers the impact of internal and external network relationships on business 
performance.   
 
As shown in Figure 5.1, the present composite model brings together the principal 
outcomes of Studies 1 and 2.  Study 1 tests empirically 14 hypotheses.  Extending 
Study 1, Study 2 explores qualitatively five research questions originating from Study 
1.  Within a practice-oriented research context, Study 2 examines the impact of 
network relationships and social capital on business performance across three SME 
organization types (i.e., family business, government agency, non-government 
organization).   
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Network relationships 
orientation
Internal network
External network
Knowledge acquisition
Knowledge 
integration
Knowledge 
absorption
Firm value-creation
Product/service 
innovation
Organizational 
innovation
Business performance
Responsiveness to 
change
Business growth
Flexibility, receptiveness 
to transformation, 
optimism, positive 
attitudes
Competitiveness, 
business resilience, 
business expansion, 
family business 
ancestrya
Incremental 
innovation, 
resource efficiency, 
creativity
Organizational 
improvement, 
business dynamic
Scheduled 
meetings, internal 
records & 
documentation, 
constant learning
Open-door policy, 
collaborativeness
RQ5
RQ1
Social capital
Structural 
embeddedness
Relational 
embeddedness
Clear 
organizational 
structures & roles, 
professionalism, 
network database
Regular contact 
and updates, 
develop  sense of 
belonginga 
RQ2
RQ3
RQ4
H1
H14
H2
H3
Market contacts
Industry players
H4
H5 H6
H7
H8
H9
H10
H11
H12
H13
The CEO, business 
managers, staff 
members, board 
of director, family 
members a, 
franchisees
 
Figure 5.1. A composite causal network model of the impact of network relationships on 
business performance  
Note. signifies relationships explained in qualitative section. signifies links explained in quantitative section.           
 signifies non-significant links explained in quantitative section.   signifies association relationships.   a Only 
applicable to family business context.              
 
 
Overall, findings reveal that strategies regarding network relationships held by business 
managers, relate to external market contacts (i.e., customers, suppliers) and industry 
players (competitors), and are significant sources of social capital.  Identifying and 
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managing network relationship sources (i.e., internal versus external networks) are 
important, in order to organize and strategize intangible embedded resources (e.g., 
knowledge) for deployment of network relationship benefits as firm social capital.  
After the identification and deployment of social capital, network relationships as 
resource management mechanisms linked with knowledge and value-creation are 
imperative for generating organizational capability to sustain business.  This finding is 
in line with Makadok (2001, p. 387) who suggested that resource-picking and 
capability-building mechanisms are prudent for expected or perceived firm-specific 
advantage. 
 
Unique Contributions of this Research 
As discussed below, the cross-case findings identify 10 qualities: internal and external 
networks, structural and relational embeddedness, knowledge integration and 
absorption, organizational innovation, product or service innovation, responsiveness to 
change, and business growth, that interact to form complex interrelationships as 
demonstrated by Malaysian SMEs.  These characteristics are significant antecedents to 
network relationships orientation, organizational capability, and business performance.   
 
Derived from the findings of Studies 1 and 2, Table 5.1 summarizes the key features of 
network relationships qualities.  For each of these practices, a short definition is 
developed based on literature and input from the present three case studies.   
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Table 5.1. Corroborated list of key dimensions related to network relationship qualities 
Dimension Key quality 
index 
Itemized key quality from triangulation 
the present analysis a 
Cross-references from 
literatures b  
Cross-references from case research c Definition 
Noor Arfa SCB PUNB 
Network 
relationship 
orientation 
Internal 
networks 
The CEO, business managers, staff 
members, board of director, family 
membersd, franchisees 
Kang, Morris & Snell, 2007; 
Pearson, Carr & Shaw, 2008; 
Houghton, Smith & Hood, 2009 
X  X Relationship ties developed within business 
organizations.   
External 
networks 
Market contacts, industry players 
(competitors) 
Lee, Lee & Pennings, 2001; 
Street & Cameron, 2007; Kang, 
Morris & Snell, 2007; Houghton, 
Smith & Hood, 2009 
X X  Relationship ties developed with individuals 
outside business organizations. 
Social 
capital 
Structural 
embeddedness 
Clear organizational structures & roles, 
professionalism, network database 
Tsai & Goshal, 1998; Nahapiet & 
Goshal, 1998; Inkpen & Tsang, 
2005; Moran, 2005 
X X X Configurational patterns of relationships that 
show interdependency and social interaction 
between individuals. 
Relational 
embeddedness 
Regular contact and updates, develop sense 
of belonging d 
Tsai & Goshal, 1998; Nahapiet & 
Goshal, 1998; Inkpen & Tsang, 
2005; Moran, 2005 
X   Tacit (unspoken) judgment and identification 
exchanged within interactions that enable 
cooperation and reciprocity between 
individuals. 
Knowledge 
acquisition 
Knowledge 
integration 
Scheduled meetings, internal records & 
documentation, constant learning 
De Clercq & Dimov, 2008; Van 
Wijk, Jansen & Lyles, 2008; 
Houghton, Smith & Hood, 2009 
X   The internal process of knowledge 
development within an organization despite 
of dispersed business domain and technical 
knowledge.  
Knowledge 
absorption 
Open-door policy, collaborativeness De Clercq & Dimov, 2008; Van 
Wijk, Jansen & Lyles, 2008 
 X X The ability and processes of  accessing and 
replicating new knowledge gained from 
external sources 
Firm value-
creation 
Product/service 
innovation 
Incremental innovation, resource efficiency, 
creativity 
Kang, Morris & Snell, 2007; 
Rastogi, 2003; Sirmon, Hitt & 
Ireland, 2007 
X X X Applying product improvement and/or 
modification. 
Organization 
innovation 
Organizational improvement, flexibility in 
organization structure 
Chang & Lee, 2008; Yang, Ma, 
Su & Moulton, 2011; Walker, 
Damanpour & Devece, 2011  
X   Applying new management processes and 
organizational restructuring. 
Business  
performance 
Responsiveness 
to change 
Process flexibility, receptiveness to 
transformation, optimism, positive attitudes 
Teece, Pisano & Shuen, 1997; 
Pitt, 2005; Brown & Proudlove, 
2009  
 X X Applying flexibility-related business practices 
as responding to market changes. 
Business 
growth 
Competitiveness, business resilience, 
business expansion, family business 
ancestry d 
Robson, Prabhu & Mithchell, 
2002; Rastogi, 2003; McCann, 
Selsky & Lee, 2009; Stam, 2010 
X  X Efforts taken by entrepreneurs and business 
managers to achieve business growth for 
business survival. 
Note. 
a
 derived from the composite causal network model (p. 191).    
b
 selected authors  only.  
 c
 based on the related network relationship qualities as emphasized in the individual cases.    
d
 only applicable to family business 
context. 
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Network relationships orientation 
In the present thesis, internal and external network relationships are distinguished 
according to a firm’s boundary of affiliation (Houghton et al., 2009).  In other words, 
internal networks are defined as the ties developed within a business organization, 
whilst external networks are forged with individuals outside firms.  Indications on both 
types of networks show differences in terms of network configuration, presence of 
trust, and the nature of obligation (Casson & Giusta, 2007).  Differences are easily 
distinguishable.  Hence, categorization of internal and external networks could be a 
defining element in the development of understanding of network relationship 
constructs as well as their collective effects within organizational and entrepreneurship 
studies.   
 
Findings confirm that the orientation of network relationships are correspondingly 
based on relational archetypes of internal and external networks (Kang et al., 2007, p. 
251).  Apparently, business managers place substantial attention on the formation and 
maintenance of both types of networks, demonstrating an awareness of network 
relationship orientation as an important source of social capital.  Within these 
networks, classification of business network actors and embeddedness of intangible 
resources are identified and examined for the impact on business performance.   
 
SEM analyses confirm the significance of major network actors within business 
organizations, such as CEOs and business managers (i.e., marketing, sales, operation).  
The present case studies suggest that other staff members (i.e., part-time, temporary, 
contracted), board of directors, and franchisees are part of the internal network domain.  
Based on a cross-case analysis, both Noor Arfa and PUNB place high levels of 
emphasis on the importance of internal networks.  For Noor Arfa, family members are 
significant contributors to internal networks.  Adding family members as part of 
internal networks in the specific context of family-firms, endorses a range of practical 
understanding.  In addition, the findings support Mustafa and Chen (2010) that 
immediate and extended family play different roles in the development of businesses.   
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Findings also identify the external network-oriented actors and their respective 
influences, when considering knowledge acquisition, capability-building, and business 
performance.  Within an external networks domain, individuals outside of a business 
organization, and who are related directly with business transactions, are identified as 
market contacts (customers, suppliers).  In addition, competitors, as external networks, 
are also considered by business managers as having a specific influence, and are 
identified as market players.  The contributions of these external networks are 
acknowledged by Noor Arfa and SCB, who outlined nurturing their external networks 
for accomplishment of business goals.   
 
Social capital 
Social capital plays significant role in Malaysian SMEs.  However, in order to 
maximize the benefits from network ties, these relationships need to be managed 
appropriately and effectively.  Inkpen and Tsang (2005, p. 150-151) defined social 
capital as the aggregate of resources embedded within, available through, and derived 
from the network of relationships possessed by an individual or organization.  In the 
context of entrepreneurship, these relationships establish resources and privileged 
access to entrepreneurial opportunities (Mersha et al., 2010).  By analysing the patterns 
of network ties, network configurations, and network stability, business relationships 
can be coordinated and cultivated accordingly to achieve business goals. 
 
In the present thesis, the conceptual model (Figure 5.1) focuses on two dimensions of 
social capital (i.e., structural, relational).  Structural social capital is concerned with 
configurational patterns of relationships.  Relational social capital involves tacit 
(unspoken) judgments and identification exchanged within the context of interactions.  
Empirically, SEM analyses (Study 1) confirm that network ties, frequency of 
interactions, and time spent on specific network relationship, are important facets of the 
structural dimension, with relational embeddedness encompassing closeness, certainty, 
and trust and confidence.   
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Moreover, Study 2 identifies that Malaysian SMEs strengthen structural embeddedness 
by establishing appropriate network databases, providing clear organizational 
structures and roles within their organizations, and by cultivating a culture of 
professionalism within existing relationships.  To encourage the development of 
relational embeddedness of social capital, business managers initiate and maintain 
regular contact and follow-up on business activities.  For family businesses like Noor 
Arfa, developing a sense of belonging, loyalty, and interdependence among family 
members within internal networks is regarded as necessary in order to enhance 
relational embeddedness.  This finding is supported by Lumpkin, Martin, and Vaughn 
(2008) who stated that within the context of family business, a sense of loyalty and 
interdependence amongst family members emerge as predictable patterns of 
interaction.  
 
Knowledge acquisition 
Knowledge acquisition is identified as a direct benefit  of social capital (Inkpen & 
Tsang, 2005).  Lin and Lee (2005) defined knowledge acquisition as business processes 
that utilize and capture current and new knowledge.  Considering the existence of 
internal and external sources of networks, channels of knowledge acquisition can be 
distinguished as that which is inside or outside of business organizations (Weiwei, 
Qiang, & Bo, 2009).   
 
In the present thesis, internal knowledge and tacit resources are viewed as forms of 
knowledge integration.  Knowledge integration occurs when dispersed business 
domains and technical knowledge are combined and embodied in specific elements and 
designs (e.g., contracts, development plans, requirements, specifications) within 
organizations (Tiwana, 2004).  By way of contrast, knowledge absorption is referred to 
the ability to assimilate and replicate new knowledge gained from external sources 
(Bierly et al., 2009; Tsai, 2001).  The present SEM analyses (Study 1) test the 
influence of network relationships orientation and social capital on knowledge 
acquisition, by considering knowledge factors that are developed internally 
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(controllable by firms) as well as generated externally (outside the locus of control of 
firms).   
 
According to the present theoretical model (see Chapter 2), processes regarding 
knowledge acquisition (i.e., identify, assimilate, apply for commercial purposes) affect 
the intensity of firm value-creation.  Validated quantitatively via the statistical 
procedure of confirmatory factor analysis (CFA), the present thesis identifies four 
elements of knowledge integration (i.e., application of expertise in innovative ways, 
decisions for maximising overall project outcomes, leveraging organizational 
members’ knowledge, clear understanding of business coordination).  In addition, the 
current qualitative analyses demonstrate that holding scheduled meetings, keeping 
internal records and documentation, and constant learning occur during the internal 
processes of knowledge integration.   
 
Similarly, knowledge absorption is characterized by four elements (i.e., awareness of 
latest technologies used by industry players; dissemination of information from 
customers throughout business departments; capacity to adopt new technologies, 
methods, or procedures; collaborating with other firms).  Qualitative findings of Study 
2 suggest that having an open-door policy and collaboration with industry players are 
two ways of promoting knowledge absorption processes with external networks.   
 
Firm value-creation 
Building on Tsai and Goshal’s (1998, p. 466) formulation of value-creation as arising 
from the combination and exchange of resources, the present thesis examined the ways 
in which network relationships (via social capital & knowledge acquisition) support 
firm value-creation.  Processes of exchanging and combining resources serve as 
important indicators for value-creation (F. Xavier Molina-Morales & Martínez-
Fernández, 2004; Moran, 2005; Salvato & Melin, 2008).  Hitt, Hoskisson, and Kim 
(1997) noted that innovation is necessary for the creation of value.  Innovation involves 
the conversion of knowledge into new products, services or processes, or the 
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introduction of significant changes into existing ones (Molina Morales & Más Verdú, 
2008).   
 
In the present thesis, innovation concerning resource exchange involving products or 
services innovation, and organizational innovation are explored.  In terms of product or 
service innovation, findings show that managers refer to providing new product/service 
to customers, and modifying or improving existing products/services.  Innovation 
seemed incremental resulting from creative processes and efficiencies in resource 
development practices.  Quantitative findings (Study 1) demonstrate that organizational 
innovation is reflected in the development of new management processes (e.g., new job 
descriptions, establishing new teams) and organizational restructuring (e.g., creating 
new departments, moving services between departments).  As a case in point, Noor 
Arfa acknowledged the importance of continuous organizational improvement, which 
helped to promote business expansion and growth. 
 
Business performance 
Current findings suggest that business managers view business performance as a 
desirable outcome of sound network relationships, knowledge resources, and value-
creation strategies.  Stafford, Bhargava, Danes, Haynes, and Brewton (2010, p. 445) 
distinguished achievement for the short-term and business sustainability for the long-
term, within family business context.  According to these authors, business 
sustainability is related to business growth and success.   
 
In the present thesis, business performance is viewed from the perspective of 
responsiveness to change and business growth.  Entrepreneurs regularly contend with 
continuous change in their environment, both in terms of organizational settings and 
market conditions.  In the face of turbulence, Mackie (2001, p.25) stated that change 
might threaten business survival, but could also create new and unpredicted 
opportunities.  Watson (2007) equates the importance of business growth with business 
survival, in order to achieve sustainable business.   
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Study 1 reflects that responsiveness to change is demonstrated through the immediate 
corrective actions by companies to customer dissatisfactions, and tailoring of products 
and services to customers’ preferences.  Indeed, product or service quality and 
customer satisfaction are taken seriously as highlighted by SCB and PUNB. Study 2 
identifies that the responsiveness to change is achieved via managerial flexibility, 
receptiveness to transformation, optimism, and holding positive attitudes towards 
change.  These findings support Verdú and Gómez-Gras (2009) who concluded that 
flexible business practices help to foster responsiveness to change.   
 
Findings reveal that achievement of business growth for business survival is associated 
with periodic planning for business growth, penetration into specific markets, lowering 
of manufacturing costs, and anticipating future needs of customers.  Both Noor Arfa 
and PUNB identify that business resilience, competitiveness, and business expansion 
are important ingredients for achieving growth.  Moreover, for Noor Arfa family also 
plays a significant role.   
 
Overall, as noted earlier, the present thesis develops and tests a theoretical model of 
network relationships, social capital and business growth, via knowledge acquisition 
and firm value-creation.  In the subsequent section, interrelationships between social 
capital, knowledge acquisition, firm value-creation, business performance are 
discussed. 
 
Linking Social Capital, Organizational Capability, and Business Performance 
Findings of Studies 1 and 2 identify 10 network relationships qualities (Table 5.1), 
associated with business performance.  These network relationship qualities, together 
with their major dimensions, can be integrated into a conceptual model of 
organizational capability to support the attainment of business performance (Figure 
5.2).  In line with Jack (2010), Figure 5.2 shows interrelationships between three major 
dimensions (social capital, organizational capability, business performance) to emerge 
from this thesis and are discussed below.   
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The proposed Social Capital, Organizational Capability, and Business Performance 
(SOBP) conceptual model is consistent with the resource- and knowledge-based views 
of the firm (Cabrera-Suárez et al., 2001; Makadok, 2001; Sirmon et al., 2007) and the 
capability-based view (Hoopes & Madsen, 2008; K. E. K. Möller & Törrönen, 2003).  
Teece, Pisano, and Shuen (1997) stated that the resource-based perspective considers 
managerial strategies for developing new capabilities.  As suggested by Ambrosini and 
Bowman (2009), the organizational capability approach is promising both in terms of 
future research and as an aid to management endeavouring to compete in increasingly 
demanding environments. The significance of organizational capability is evident both 
in Studies 1 and 2.  In the present thesis, the capability-based view helps to explain the 
heterogeneity of network relationships (J. B. Barney, 2000), developed in specific 
firms, sectors, and across business types.   
 
Network relationships 
orientation
Embedded 
intangible resources
Knowledge 
acquisition
Social capital
Firm 
value-creation
Knowledge 
absorption
Knowledge 
integration
External networks
(Inter-organization)
Internal networks
(Intra-organization)
Organization 
innovation
Product/service 
innovation
Business performance 
Organizational 
capability
Responsiveness to 
change
Business growth
 
Figure 5.2. A conceptual model of interrelationships between Social Capital, 
Organizational Capability, and Business Performance (SOBP) 
Note.             signifies relationships explained in qualitative section.    signifies links explained in the literature                    
             signifies links explained in quantitative section.            
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Generally, the proposed framework suggests that the integration and matching of 
network relationship with embedded resources enable the emergence of business 
competencies that lead to business advantage through creation of customer value.  A 
fundamental premise of RBV theory is that a basis of business advantage is the 
application of bundles of unique and valuable resources held by organizations (J. B. 
Barney, 2000).  Network relationships involve embedded resources that can be viewed 
as complex, intangible, and dynamic; a position consistent with RBV.   
 
Integrating network relationships with embedded resources can lead to the 
development of organizational capability for the achievement of business performance.  
Building organizational capability is dependent on the qualities of networks, tacit 
knowledge, collective learning, organization of work, delivery of value, coordination of 
diverse skills, commitment, involvement, and flexibility within organizational 
structures inter alia.  Thus, in order to sustain business, SMEs need to develop 
appropriate network strategies for managing embedded resources, which should be 
directed towards knowledge acquisition and firm value-creation. 
 
As shown in Figure 5.2, knowledge acquisition is regarded as a component of 
organizational capability (Liao, Fei, & Chen, 2007).  This finding supports 
Johannessen and Olsen (2009), who suggested that internal and external knowledge 
processes are a feature of organizational capabilities. Similarly, firm value-creation 
helps to build organizational capabilities (Kristian Möller & Rajala, 2007) via product, 
service, or organizational innovation.   
 
Again, as shown in Figure 5.2, responsiveness to change and business growth are 
regarded as outcomes of knowledge acquisition and firm value-creation, the 
conceptualization of which mirrors Stafford et al.’s (2010) work on long-term business 
survival.  Based on interrelationships between social capital - organizational capability 
- business performance, five key managerial-related strategies are identified for 
fostering business performance: identifying the strength and weaknesses of channels of 
network relationships; exploiting resources and emerging opportunities inherent within 
internal and external networks; reviewing and considering how intra- and inter-
organizational networks can respond to change processes; matching appropriate value-
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based innovation opportunities in order to upgrade organizational capability through 
collaborations; and planning for business growth.   
 
In the subsequent section, implication of findings for research, policy, and practice are 
outlined, and summarized in Table 5.2.   
 
Table 5.2 Implications for research, policy, and practice 
Research Policy Practice 
Testing should be done to 
evaluate and further develop 
the conceptual framework to 
guide networking behaviour 
for sustainable business 
practices among the SMEs, 
as presented in this thesis. 
 
Policymakers are advised to 
promote high potential 
sustainable entrepreneurship 
indirectly, by establishing 
favourable conditions for 
knowledge acquisition, 
considering exchange of 
intangible resources among the 
internal and external networks 
of SME businesses. 
SME businesses should 
consider whether adequate 
attention is being paid to 
foster social capital and 
intangible resources to 
enhance their overall 
organizational capability. 
Further research is necessary 
to assess the utility of 
network relationship models 
and frameworks developed 
for different sectors 
specifically (i.e., Bumiputera 
entrepreneurs, family 
business, government-linked 
vs. non-government 
organizations). 
The Government should 
reassess and clarify policies on 
provision of incentives to SMEs 
and Bumiputera enterprises to 
establish strong foundation over 
generations. 
 
SME should examine the 
adequacy of their current 
network practices, 
especially in regard to 
analyses of embedded 
resources and value-
creation opportunities. 
 
A new survey and analysis 
of strategic network 
planning in SMEs should be 
undertaken in qualitative, 
longitudinal, and multi-
method basis. 
The Malaysian Government 
should evaluate current policies 
relating to strategic planning 
requirement to clarify purposes 
and to assess adequacy of 
processes and practices for 
sustainable entrepreneurial 
development. 
 
SME should evaluate their 
network orientation, 
ensuring that it is both 
suitable for short- and long-
term. 
 
Further research is required 
to address the deficiency in 
business network models 
that have emerged to assist 
entrepreneurs’ network 
management for sustainable 
business development. 
From a capability-based 
perspective, policy should focus 
primarily on potentially SMEs 
and Bumiputera enterprises, 
rather than focusing on industry-
based policies or incentives in 
general.  
 
SME should embrace the 
notion of strategic 
flexibility to survive in 
stability as well as changes. 
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Implications for Research 
Four main implications for research emerge from the present thesis.  First, testing 
should be done to evaluate and further develop a conceptual framework to guide 
networking behavior for sustainable business practices.  Integration of a range of 
embedded resources within internal and external network structures within the context 
of social capital promises valuable opportunities for managing and nurturing network 
relationship for business benefits.  As presented in this thesis, understanding roles and 
network characteristics (internal vs. external) and social capital (structural, relational) 
might enhance knowledge acquisition and firm value-creation, leading to business 
performance.  Thus, work in both theoretical and empirical fields are needed to clarify 
further the role of network relationship as well as the interrelationships between social 
capital and organizational capability development for business performance.   
 
Second, further research is necessary to assess the usefulness or utility of network 
relationship models and frameworks across different sectors (i.e., Bumiputera 
entrepreneurs, family businesses, government-linked versus non-government 
organizations).  Development of models or frameworks for particular sectors could 
expand opportunities for in-depth understanding of complex patterns of networking 
behavior, providing mechanisms for uncovering processes associated with sustainable 
entrepreneurial development.  These models might also extend, enrich, and lead to the 
formulation of new research questions.   
 
Third, examination of strategic network relationship and SME business performance 
should be undertaken utilizing qualitative, longitudinal and/or multi-methods.  
Longitudinal approaches would enable the monitoring and assessment of processes and 
their impact over time.  In the present thesis, data, resource, and time constraints 
limited methodologies to cross-sectional approaches, rather than time-series based 
within which causality can be investigated rather more conclusively.  Jack (2010) 
suggested the application of a combination of tools and mechanisms (i.e., in-depth 
semi-structured/unstructured interviews, conversations, non-participant versus 
participant observation, process monitoring, scenarios, cases, ethnography) to allow 
detailed process tracking and tracing to take place.  Employment of a combination of 
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tools offers a way to generate an extensive consideration and to gain an in-depth 
appreciation of the processes, content, and structure related to networks (Jack, 2010).   
 
Employment of a combination of approaches offers opportunities to engage with 
different social contexts, and possibilities for generating a rich body of contextual 
information from a variety of sources. In the words of Jack (2010, p. 133), this means 
that how entrepreneurship actually takes place, what really makes entrepreneurship 
work and the real impact social networks might have on the structure, a specific 
locality and entrepreneurial activity can be more fully understood.   The adoption of a 
combination of quantitative and qualitative methods in the present thesis is noteworthy:  
Mixed methods analyses have generated a wide and deep appreciation of the entirety of 
entrepreneur’s networking experiences.  The dynamic aspects of networks is 
acknowledged by considering the nature of interactions between network actors, 
content networks exchange, and the changing nature of networks.  The implication of 
using causal network model presented in each case study is also remarkable for further 
research.  In qualitative analysis, combining textual analysis (for instance, interview 
transcripts) with a detailed mapping of network structure provide an explanation of 
both network ties and content, allowing structure and process to be accounted for (S. 
L. Jack, 2010, p.132).  Hence, qualitative, longitudinal and multi-method approaches 
can culminate in rich and robust theoretical understanding, suitable for dealing with 
some of the criticisms levelled at network research.   
 
Finally, further research is required to address insufficiencies in existing business 
models targeted at SME entrepreneurs to help them to be sustainable.  Considerable 
attention has been focused on business models to guide entrepreneurial behavior (i.e., 
opportunity seeking, ability, motivation) to gain competitive advantages via social 
capital (Adler & Kwon, 2002), whilst relatively less attention has been paid to guide 
entrepreneurial networking behavior (i.e., building & maintaining network contacts) 
particularly to gain sustainable entrepreneurial development.  Hence, it is 
recommended that business network models should be developed to assist 
entrepreneurs in managing their networks and resources, to help foster continuous 
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knowledge and resource exchange, and to stimulate individuals and joint value-creation 
ideas and initiatives. 
 
Implications for Policy 
As indicated in Table 5.2, four principal implications for policy emerge from this 
thesis.  First, policymakers are encouraged to promote sustainable entrepreneurship, by 
establishing favourable conditions for knowledge acquisition, through the exchange of 
intangible resources among internal and external SME networks.  In this context, 
policymakers should consider the benefits and opportunities afforded by favorable 
organizational network settings (i.e., regular contact between employees, making 
available adequate sources of knowledge).  The development, transfer and use of 
knowledge might also be influenced by different environmental factors, associated with 
different industries and countries (Omerzel et al., 2011).  Hence, in order to promote 
the implementation of sound knowledge acquisition practices, policymakers should 
consider the possibility of encouraging SMEs to undertake periodic evaluations or 
audits of their organizations and to examine the effectiveness of network functions on 
knowledge exchange.          
 
Second, policymakers should clarifying and reassessing policies on the provision of 
incentives to SMEs and Bumiputera enterprises to foster the development of strong 
network foundations for the establishment of firm value-creation via innovation.  
Entrepreneurs could use their networks for product or service innovation (Ojasalo, 
2008).  Thus, policy interventions would need to be targeted at maximising the impact 
of networks.  In addition, providing incentives for high levels of collaboration, business 
matching, partnerships, and strategic alliances might promote value-creation activities 
among Malaysian SMEs, and might encourage entrepreneurs to become involve 
actively in innovation.   
 
Third, policymakers should evaluate strategic policies relating to sustainable business 
plans by clarifying short- and long-term entrepreneurial development agendas, and by 
assessing the adequacy of current processes and practices.  Comprehensive 
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entrepreneurial plans should be encouraged by considering various success factors 
associated with different business settings in order to promote business survival in the 
face of change and market turbulence.   
 
And finally, from a capability-based perspective, it is important that relevant policies 
should focus on assisting new SMEs and nascent Bumiputera firms to grow.  Both 
knowledge and innovation need to be considered in parallel for building organizational 
capability to sustain businesses.   
 
Implications for Practice 
There are four major implications for practice.  First, SMEs should evaluate the 
strength of their network orientation (i.e., internal, external networks), ensuring that it 
is both adequate for the short- and long-term.  Adler and Kwon (2002) stated that 
investments in building external networks, and bridging the social capital of 
individuals, units, and firms as a whole need to be balanced by investments in internal 
networks and processes, bonding social capital within units, and the firm as a whole, as 
well as across inter-firm networks.  Sufficient attention should be given to relational 
mechanisms to ensure that the commitment and contribution of all relevant networks 
sources match organizational goals.  
 
Second, the SMEs should consider whether sufficient attention is being paid at 
managerial and strategic levels, to support social capital and resources that enhance 
organizational capabilities.  In order to foster social capital in organizations, the 
proposed framework as outlined in the present thesis suggests that business managers 
need to go beyond merely encouraging social interactions among employees.  Building 
social capital requires not only establishing social ties but also nurturing motivation 
(Adler & Kwon, 2002; Baron & Markman, 2000; Liao & Welsch, 2003) and providing 
pertinent resources (Casson & Giusta, 2007; Inkpen & Tsang, 2005).  The exchange 
and combination of knowledge from internal and external networks is needed to 
constantly renew knowledge stocks (Kang et al., 2007).  Firms interested in fostering 
social capital have adopted collaborative technologies (e.g., shared knowledge 
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repositories, chat rooms, video-conferences) to create opportunities for knowledge and 
resource exchange.   
 
Third, SMEs should examine the adequacy of their current network practices, 
especially in regard to embedded knowledge resources and value-creation 
opportunities.  In the broad context of intra- and inter-organizational network 
relationships, enterprises need to balance between the knowledge they possess 
internally and the knowledge potential alliance partners offer.   
 
Any such evaluation should consider the degree to which internal knowledge and 
resources, matches or mismatches current knowledge and knowledge domains 
necessary to create desired products or services.  Based on regular evaluations, SME 
entrepreneurs will be able to manage any mismatch effectively by accessing knowledge 
from specific external relationships and thus avoiding the costs of developing 
knowledge for all product domains internally (Grant & Baden-Fuller, 2004).  However, 
relying too much on external knowledge can stifle internal knowledge creation and 
development, and hinder exploration of knowledge domains. 
 
Finally, SMEs should embrace the notion of strategic flexibility in order to survive 
during times of instability and change.  When selecting and pursuing strategies to 
sustain businesses, SME entrepreneurs and business managers need to review regularly 
their objectives concerning network relationships.  Verdú and Gómez-Gras (2009) 
stated that flexibility-related managerial practices enable organization to be responsive 
to change.     
 
Limitations 
Four limitations of this thesis suggest avenues for further research.  These limitations 
relate to (i) lack of consideration on social capital embeddedness (i.e., cognitive); (ii) 
not capturing the dynamics associated with time span; (iii) possible lack of 
generalizability of the present findings to contexts other than Malaysian SMEs; and  
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(iv) entrepreneurs’ perception of variables tested in this thesis.  These limitations are 
discussed below. 
 
First, the current model of network relationships for business performance, is limited to 
focusing on the structural and relational embeddedness of social capital, but does not 
consider cognitive embeddedness (Inkpen & Tsang, 2005; R. Lee, 2009).  A cognitive 
viewpoint could examine how network actors share meaning, understanding, and goals 
in their relationships, which also involves expectations of obligatory behaviour and 
willingness (Inkpen & Tsang, 2005, p.153).  However, it is preferable to draw 
conclusion for the present thesis based on the two understudied embeddedness, after 
considering that the present research has time constraint as well as a multi-focus on 
several dimensions (knowledge acquisition, firm value-creation, business 
performance), at one time. 
 
Second, this thesis was not designed to capture dynamic aspects, across different time 
spans. As network relationships are built on dyadic trust (Kang, Morris & Snell, 2007, 
p. 251) related to experience-based confidence that develops over time.  Having said 
that, the present investigator is mindful of the importance of long-term issues, by 
considering responsiveness to change and concerning business performance.   
 
Third, the final composite model represents a conceptualization of network relationship 
qualities and practices across a diverse range of Malaysian SMEs, without focusing on 
a specific industry sector.  Hence, research dimensions (i.e., knowledge, innovation) 
might not be applicable to single-industry contexts.  This limitation pertains to issues 
involving generalizability of findings to contexts other than Malaysian SMEs.   
 
Finally, Lee (2009) stated that the social capital itself and organizational effectiveness 
is influenced by subjective social interaction processes.  The present research supports 
the view that social capital is subjective, reproduced by actors’ beliefs and symbols 
rather than necessarily being objective (Lee, 2009).  Thus, what participants indicate 
might not hold in practice.  Clearly, the proof of the pudding lies in observing, 
objectively, what happens in practice.  
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Directions for future research 
The present thesis takes a complementary rather than opposing or integrating view 
(Hernández & Noruzi, 2011), where respective theories (i.e., social capital, 
organizational capability) provide a complementary lens to organizational strategy 
aimed at achieving business performance.  A premise underlining this perspective 
enables the present researcher to establish important insights into organizational 
management practice, and gain an in-depth understanding of the relationship between 
various organizational forms and arrangements of network relationships for business 
performance.  In terms of future research, it would be interesting to confirm the 
appropriateness of integrating these respective theories following the complementary 
view, or challenging, opposing, or integrating their application on the basis of other 
scholar views. 
 
It should be noted that the present thesis adopts a social capital perspective (Lee, 2009), 
revealing features of reality that otherwise might remain invisible.  In this context, 
social capital is regarded as a network phenomenon.  Networks facilitate interaction 
among connected individuals, then applies the social capital present in the network to 
unlock or gain access to other resources.  Consequently, social capital resides in the 
networks as connections and interactions that take place between individuals.  This 
view fits with aspects of traditional conceptualizations of social capital: a set of social 
resources embedded in relationships (Adler & Kwon, 2002; Liao & Welsch, 2003).  
Integrating related theories (e.g., social capital, knowledge- and resource-based view, 
organizational capability theory) through other lenses of social capital (communitarian 
or institutional) could advance or challenge traditional social capital 
conceptualizations. In the present thesis, findings show that the development of 
organizational capability implicates knowledge acquisition and firm value-creation.  It 
is found that internal and external business networks can fundamentally influence 
business decisions, in relation to building organizational capability to sustain business.  
Thus, a key opportunity for future research is to explicate effective network forms and 
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decision-making structures for resource acquisition and value-creation for capability 
development.   
 
Future research could also consider the embeddedness of other forms of social capital 
(i.e., cognitive) as well as their explicit impact on knowledge acquisition and firm 
value-creation.  Including elements or factors like cognitive embeddedness in future 
research might culminate in unearthing other complex network factors (i.e., shared 
interpretation, illusion of control), related to psychological and emotional attributes.  
Furthermore, extensive evaluation is needed to inform decisions concerning 
appropriate types of networks to support related processes associated with building 
organizational capability.   
 
It might also be interesting to include cultural factors (Inkpen & Tsang, 2005; Lin & Si, 
2010) as another social element to determine their effects on knowledge and tacit 
resources transfer, and efficacy of value-creation activities.   Further research should 
also address the impact of specific contingencies such industry, geography, network 
strategies, and type of organization.  Another research option involves investigating the 
effect of perceived influences of alternative sources of external knowledge including 
clients, suppliers, competitors, board of directors, consultants, research universities, 
and trade associations.  
 
Further work is also needed on the development of business performance indicators, 
that go beyond those that are predominately environmental to those that focus on 
entrepreneurial capability development and survival during changing times and 
stability,  extending the work of Stafford et al. (2010).  Carrying out research on the 
effects of diverse network on business performance might stimulate an interesting 
phase of advancement in theory development leading to the formation of a cohesive 
body of knowledge.  Notwithstanding, there are challenges associated with carrying out 
research into networks, including methodological and those concerning network 
complexities.  Networks take on many forms (i.e., fluid, flexible, dynamic, constantly 
changing, evolving), and can also consist of latent and active relationships that suit 
individual and organizational needs and requirements (Jack, 2010).  Thus, it might be 
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useful to use different research approaches depending on the context as each approach 
might be differentially suited to the analysis of particular kinds of problems, enabling a 
somewhat full and complete understanding of processes linking network relationships 
and business performance. 
 
Finally, the current findings are based on a snapshot of time and future research should 
be dedicated to clarifying how implementation evolves over time.  Hoang and Antoncic 
(2003) stated that more longitudinal and qualitative work is needed to address 
unanswered questions on how network content, governance, and structure emerge over 
time, leading to an integration between process- and outcome- oriented research which 
will benefit theory building in entrepreneurship.   
 
Conclusion 
In conclusion, the present thesis focuses on important issues related to business 
networks, knowledge and tacit resources, firm value-creation, and business 
performance.  Different types of business networks are required for different purposes, 
at different stages of entrepreneurial activity.  The present findings demonstrate that 
particular networks (internal networks, relational embeddedness) play a significant role 
in the early stages of organizational capability development (i.e., knowledge 
acquisition, firm value-creation), while others (market contacts, structural 
embeddedness) are important at later stages (i.e., efforts directed at responding to 
change).   
 
Understanding how network structures promote intra- and inter-organizational 
knowledge transfer as well as value-creation processes can help enhance our 
understanding of how to influence organizational capability development.  As evident 
from the qualitative analyses of network practices of three case studies, the present 
thesis provides insights, stimulating ideas and concepts which will assist primary 
entrepreneurial decision makers (i.e., investment on social capital, planning for value-
creation strategies activities) to sustain their businesses.   
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Triangulation of findings emanating from quantitative SEM, causal networks, and 
cross-case thematic analyses, provides a high level of confidence in the final, 
composite results.  It is argued that the present composite model makes a unique 
contribution to this area, enhancing our understanding of key elements and 
interrelationships within the understudied dimensions, particularly in the context of 
Malaysian SMEs.  Future research involving replication and generalizability of this 
proposed conceptual model will corroborate and expand the findings of the present 
thesis. 
 
This thesis contributes to the strategic and organizational management, and 
entrepreneurship literature by developing and subsequently testing a conceptual 
framework of network relationships, incorporating dimensions of social capital, 
knowledge acquisition, firm value-creation, and business performance.  Findings, 
models, recommendations, and implications contribute not only to this end, but also 
towards development of a theoretical conceptualization of organizational capability 
which maps the interrelationships between the drivers (knowledge acquisition, firm 
value-creation) of business performance (responsiveness to change, business growth).  
It is suggested that sound management of knowledge acquisition and firm value-
creation are vital for determining and sustaining organizational capability for business.   
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Appendix A 
List of Acronyms Used 
 
AGFI  Adjusted Goodness of Fit Index 
BCIC  Bumiputera Commercial and Industrial Community 
BIF  Bumiputera Investment Foundation 
CEO  Chief Executive Officer 
CFI  Comparative Fit Index 
CFA  Confirmatory Factor Analysis 
CFO  Chief Financial Officer 
CMV  Common Method Variance 
CR  Construct Reliability 
DDE  Direct Delegate Expenditure 
EFA  Exploratory Factor Analysis 
EIBTM European Incentive, Business Travel and Meetings Exhibition 
GDP  Gross Domestic Product 
GFI  Goodness of Fit Index 
ICCA  International Congress and Convention Association 
ICT  Information Communication Technology 
MATRADE Malaysia External Trade Development Corporation 
MICE  Meetings, incentives, conferences and exhibitions 
MSIC  Malaysian Standard Industrial Classification 
MYR  Malaysian Ringgit 
NDP  National Development Policy 
NGO  Non-Government Organization 
PATA  Pacific Asia Travel Association 
PUNB  Perbadanan Usahawan Nasional Berhad 
RMSEA Root Mean Square Error of Approximation 
R&D  Research and Development 
SEM  Structural Equation Modelling 
SCB  Sarawak Convention Bureau 
SME   Small-to-Medium Enterprise 
SMC  Squared Multiple Correlations 
SMIDEC Small and Medium Industries Development Corporation 
SPSS  Statistical Package for the Social Sciences 
SRMR  Standardized Root Mean Square Residual 
USD  United States Dollar 
VE  Variance Extracted 
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Appendix B  
Plain Language Statement 
 
School of Management 
RMIT University 
Melbourne, Australia 
 
My name is Hamrila Abdul Latip and I am doing research under the supervision of 
Professor Kosmas Smyrnios in the School of Management, towards a PhD in 
Management at RMIT University. 
 
Aim of the Research 
The aim of this survey is to investigate the extent to which a firm’s network 
relationships influence value-creating activities, or innovations for business 
performance.  Respondents will be requested to answer questions based on their 
knowledge and experience.  The present study will lead to a fuller understanding of 
those factors that contribute to innovations and business performance. 
 
Participants Approach  
Respondents are owners/CEOs/marketing managers/ operation managers who have 
listed in Malaysian Entrepreneur Directory 2009 of the Malaysia External Trade 
Development Corporation (MATRADE).  Complete confidentiality is assured, as 
responses will be analysed as an aggregate.  While respondents are encouraged to 
respond, participation is voluntary and you are not under obligation to complete 
questions that may seem too personal or intrusive.  The data will also be kept securely 
for a period of five years in the School of Management.  All information collected is 
strictly confidential and can only be accessed by my supervisor and I.  You will also be 
able to access your information at anytime during the five-year period. 
 
Report Offered 
It is important that each question is carefully read.  It will take approximately 15 
minutes to complete all questions.  If you have any queries regarding this project please 
contact my supervisor, Professor Kosmas Smyrnios, phone no: 03 9925 1633, email: 
Kosmas.Smyrnios@rmit.edu.au, or the Chair of the RMIT Business Human Research 
Ethics Sub-committee, phone 03 9925 5594, email rdu@rmit.edu.au.  A free copy of 
the report detailing the results of the survey will be available upon request. 
THANK YOU FOR YOUR PARTICIPATION AND CO-OPERATION 
 
 
 
 
222 
Appendix C 
Informed Consent 
 
 
 
RMIT HUMAN RESEARCH ETHICS COMMITTEE         
Prescribed Consent Form for Persons Participating In Research Projects Involving Interviews, 
Questionnaires, Focus Groups or Disclosure of Personal Information 
 
PORTFOLIO OF Business 
SCHOOL/CENTRE OF Management 
Name of Participant:  
Project Title: Network relationships for business performance: a social  
 capital perspective 
Name(s) of Investigators:         Hamrila Abdul Latip Phone:  
 
1) I have received a statement explaining the interview/questionnaire involved in this project. 
2) I consent to participate in the above project, the particulars of which - including details of the interviews or 
questionnaires - have been explained to me. 
3) I authorise the investigator or his or her assistant to interview me or administer a questionnaire. 
4) I give my permission to be audio taped:     Yes    No 
5) I give my permission for my name or identity to be used:     Yes   No 
6.        I acknowledge that: 
(a) Having read the Plain Language Statement, I agree to the general purpose, methods and demands of the 
study. 
(b) I have been informed that I am free to withdraw from the project at any time and to withdraw any 
unprocessed data previously supplied. 
(c) The project is for the purpose of research and/or teaching. It may not be of direct benefit to me. 
(d) The privacy of the information I provide will be safeguarded.  However should  information of a private 
nature need to be disclosed for moral, clinical or legal reasons, I will be given an opportunity to negotiate 
the terms of this disclosure. 
(e) The security of the research data is assured during and after completion of the study.  The data collected 
during the study may be published, and a report of the project outcomes will  be provided to my 
organization (upon request). Any information which may be used to identify me will not be used unless I 
have given my permission (see point 5). 
 
 
Participant’s Consent 
Name:  Date:  
(Participant) 
Name:  Date:  
(Witness to signature) 
 
 
Participants should be given a photocopy of this consent form after it has been signed. 
Any complaints about your participation in this project may be directed to the Chair, Portfolio Human Research 
Ethics Sub-Committee, Business Portfolio, GPO Box 2476V, Melbourne, 3001.  The telephone number is (03) 9925 
5594 or email address rdu@rmit.edu.au.  Details of the complaints procedure are available from: 
http://www.rmit.edu.au/rd/hrec_complaints 
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Appendix D 
Network Relationship Effects on Business Performance Questionnaire (NREBPQ) 
 
School of Management 
RMIT University 
Melbourne, Australia 
 
INVITATION TO PARTICIPATE IN A RESEARCH PROJECT 
 
PROJECT INFORMATION STATEMENT 
 
Project Title: 
 
 
 
 
Dear Participants: 
 
You are invited to participate in a research project being conducted by RMIT University.  This 
information sheet describes the project in straightforward language, or ‘plain English’.  Please 
read this sheet carefully and be confident that you understand its contents before deciding 
whether to participate.  If you have any questions about the project, please ask one of the 
investigators. 
 
My name is Hamrila Abdul Latip and I am doing research under the supervision of Professor 
Kosmas Smyrnios in the School of Management, towards a PhD in Management at RMIT 
University. My research topic is ‘network relationship for value-creation and business 
performance’. This project has been approved by the RMIT College of Business Human 
Research Ethics Sub Committee. 
 
This study aims to investigate the effects of internal and external company relationships and 
partnership on organization’s abilities to innovate their products, services and processes.    
 
Respondents are owners/CEOs/marketing managers/ operation managers who have listed in 
Malaysian Entrepreneur Directory 2009 of the Malaysia External Trade Development 
Corporation (MATRADE). 2000 participants are expected to participate in this project. 
Participation in this project is completely voluntary and will not have any perceived risks 
outside your normal day-to-day activities.  Should you have any concerns about your responses 
to any of the questions posed, or if you find participation in the project distressing, you should 
contact Professor Kosmas Smyrnios as soon as is convenient.  Professor Kosmas Smyrnios will 
discuss your concerns with you confidentially and suggest appropriate follow-up actions, 
where necessary. 
 
If you agree to participate in this survey, you will need to sign the attached informed consent 
form and return it to the investigator.  The survey will consist of eight (8) parts of 
questionnaire, which should take about 15 minutes to complete.  Examples of the questions 
asked would be: 
Network relationships for business performance: a social capital perspective 
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 Who is the key person in the organization who contributes the most to your ability to 
do your job? 
 Who/what is the key contact in your work environment (outside the organization) that 
contributes the most to your ability to do your job? 
 How frequent do you interact with your network contacts (for any reason)? 
 How familiar do you personally feel with your network contacts?         
 
Complete confidentiality is assured, as responses will be analysed as an aggregate.  While 
respondents are encouraged to respond, participation is voluntary and you are not under 
obligation to complete questions that may seem too personal or intrusive.  The data will also be 
securely stored for a period of five years in the School of Management, RMIT University and 
can only be accessed by me and my supervisor.  You will also be able to access your 
information at anytime during the five-year period.  After five years, all data will be destroyed 
in a secured manner.   
 
Any information that you provide can be disclosed only if (1) it is to protect you or others from 
harm, (2) a court order is produced, or (3) you provide the researchers with written permission.  
Data collected will be analysed for my thesis, the findings of which may appear in academic 
and professional publications.  Results will be reported in a manner which does not enable you 
or your company to be identified (unless you indicate otherwise).  Thus, reporting will protect 
your anonymity. 
 
As a participant, you have right to withdraw your participation at any time, without prejudice; 
to have any unprocessed data withdrawn and destroyed, provided that data pertaining to your 
responses can be reliably identified, and provided that in so doing, it does not expose other 
participants to undue risks. 
 
If you have any queries regarding this project, please contact my supervisor Professor Kosmas 
Smyrnios, phone 03 9925 1633, email kosmas.smyrnios@rmit.edu.au or the Chair of the RMIT 
Business Human Research Ethics Sub-committee, phone 03 9925 5594, email rdu@rmit.edu.au  
Yours Sincerely, 
 
_______________________ 
Hamrila Abdul Latip 
PhD student, 
School of Management 
Building 108, Level 13, 239 Bourke Street, 
Melbourne, GPO Box 2476V 
Melbourne VIC 3000 
Australia 
 
 
 
 
Any complaints about your participation in this project may be directed to the Executive Officer, RMIT Human 
Research Ethics Committee, Research & Innovation, RMIT, GPO Box 2476V, Melbourne 3001.  The telephone 
number is (03) 9925 5594 or email address rdu@rmit.edu.au. Details of the complaints procedure are available at 
http://www.rmit.edu.au/rd/hrec_complaints 
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2009/2010 MALAYSIAN BUSINESS 
NETWORKS SURVEY 
 
There are eight (8) parts to this questionnaire, which should take about 15 minutes to complete.  Please 
answer ALL questions by circling the appropriate points that BEST describe your situation. 
 
Part One: Respondent’s Demographic Details  Part Two: Background and Management of                     
Business 
1 
 
Position (person who completed the 
questionnaire): 
CEO                                                             1 
Marketing/Sales manager                            2 
Operation manager                                      3 
Other, please specify                                   4 
______________________________ 
 
 1 Company name:______________________ 
 
2 Which ONE industry best describes your 
operation? 
Agriculture, forestry, fishing                    1 
Mining                                                      2 
Manufacturing                                          3 
Construction                                             4 
Wholesale, trading and retails                  5 
Transport and storage                               6 
Accommodation, café, restaurant             7 
Information & communication tech         8 
Finance and insurance                              9 
Education                                                10 
Health and community services              11 
Cultural and recreational                         12 
Other, please specify                               13 
___________________________ 
 
2 Gender:        Male       1      Female       2 
 
3 Age:           __________ years 
4 
 
Marital status: 
Married   1    Separated/Divorced        2          
Single        3 
5 
 
What is your highest academic 
qualification? 
Less than Year 12                                        1 
Year 12                                                        2 
Tertiary                                                        3 
MBA                                                           4 
PhD or Doctorate                                        5 
Other , please specify                                  6 
___________________________ 
3 In which year was the business established? 
____ 
 
4 How many locations does the business 
have? 
a) In Malaysia ______ locations 
b)   Abroad         ______locations 
5 How many equivalent full time employees 
does the business have? ______ employees 
 
6 How long have you been working at your 
present job?   ____________ years 
6 Do you view the business as a family-
controlled business?            
Yes       1           No       2 
7 Have you been worked in the same business 
line previously?     Yes       1           No        2 
7 How many family members are currently 
working in the business? ______________ 
 
 
 
Part Three (a): Business Networks (internal)  Part Three (b): Business Networks (external) 
1 Who is the key person in the organization 
who contributes the most to your ability to 
do your job as in your current position? 
(please exclude your own job title from the 
answer) 
a) The CEO  
b) The marketing/sales manager 
c) The operation manager 
d) Other, please specify _______________ 
 1 Who/what is the key contact in your work 
environment (outside the organization) that 
contributes the most to your ability to do 
your job as in your current position? 
a) Market contacts (suppliers & customers) 
b) Other company , please specify    
_____________________________ 
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2 Who is the key person in the organization 
that you regard as your most important 
source of social support? 
(please exclude your own job title from the 
answer) 
a) The CEO  
b) The marketing/sales manager 
c) The operation manager 
d) Other, please specify _______________ 
 2 Who/what is the key contact in your work 
environment (outside the organization) that 
you regard as your most important source 
of social support? 
a) Market contacts (suppliers & customers) 
b) Other company , please specify    
_____________________________ 
 
3 Who is the key person in the organization 
that you regard as your most important 
source of valuable information for 
implementing your job tasks? 
(please exclude your own job title from the 
answer) 
a) The CEO  
b) The marketing/sales manager 
c) The operation manager 
d) Other, please specify _______________ 
 3 Who/what is the key contact in your work 
environment (outside the organization) that 
you regard as your most important source 
of valuable information for implementing 
your job tasks? 
 
a) Market contacts (suppliers & customers) 
b) Other company , please specify    
_____________________________ 
 
4 Who is the key person in the organization 
that helps you the most to formulate new 
ideas or to launch new initiatives? 
(please exclude your own job title from the 
answer) 
a) The CEO  
b) The marketing/sales manager 
c) The operation manager 
d) Other, please specify _______________ 
 4 Who/what is the key contact in your work 
environment (outside the organization) that 
helps you the most to formulate new ideas 
or to launch new initiatives? 
 
a) Market contacts (suppliers & customers) 
b) Other company , please specify    
_____________________________ 
 
5 Who is the key person in the organization 
that helps you the most to sustain business 
ideas, operation and performance for long- 
term achievements in this business? 
(please exclude your own job title from the 
answer) 
a) The CEO  
b) The marketing/sales manager 
c) The operation manager 
d) Other, please specify _______________ 
 5 Who/what is the key contact in your work 
environment (outside the organization) that 
helps you the most to sustain business 
ideas, operation and performance for 
long- term achievements in this business? 
 
a) Market contacts (suppliers & customers) 
b) Other company , please specify    
_____________________________ 
 
 
 
 
 
Part Four: The extent of network relationships 
 Please circle the number under the response that best reflects your judgment. 
Strongly Disagree 
 
1 
Disagree 
 
2 
Neither Disagree Nor Agree 
 
3 
Agree 
 
4 
Strongly Agree 
 
5 
1 ii) My relationship develops with this person is more official/formal in nature.  
(please exclude your own job title from the answer) 
 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Other, please specify ____________ 1 2 3 4 5 
 
 
2 i) My network sources provide direct contacts/interactions for business use (business dealings).  
 
a) Market contacts (suppliers and customers) 1 2 3 4 5 
b) Other company , please specify _______ 1 2 3 4 5 
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3 These items refer to structural dimension of network. 
i) Closeness 
How close do you feel to your network contacts?        Distant (1) ----------------------- Very close (5) 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Others in your organization, please specify _______________ 1 2 3 4 5 
e) Market contacts (suppliers and customers) 1 2 3 4 5 
f) Others from different company , please specify ____________ 1 2 3 4 5 
 
 ii) Time spent 
How much time do you normally spend with your network contacts?    
Very little (1) --------- Very much (5) 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Others in your organization, please specify _______________ 1 2 3 4 5 
e) Market contacts (suppliers and customers) 1 2 3 4 5 
f) Others from different company , please specify ____________ 1 2 3 4 5 
 
4 These items refer to relational dimension of network. 
i) Frequent interactions 
How frequent do you interact with your network contacts (for any reason)?   
Seldom (1)--Sometimes (3)-- Always (5) 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Others in your organization, please specify _______________ 1 2 3 4 5 
e) Market contacts (suppliers and customers) 1 2 3 4 5 
f) Others from different company , please specify ____________ 1 2 3 4 5 
 
 ii) Personal familiarity 
How familiar do you personally feel with your network contacts?   
Very little (1) ----------- Very much (5) 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Others in your organization, please specify _______________ 1 2 3 4 5 
e) Market contacts (suppliers and customers) 1 2 3 4 5 
f) Others from different company , please specify ____________ 1 2 3 4 5 
 
 iii) Shared values 
This contact shares my overall goals and values.         Strongly disagree (1) ------------ Strongly agree (5) 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Others in your organization, please specify _______________ 1 2 3 4 5 
e) Market contacts (suppliers and customers) 1 2 3 4 5 
h) Others from different company , please specify ____________ 1 2 3 4 5 
 
 iv) Trust 
This contact is generally straightforward and reliable in the information provided.    
Strongly disagree (1) -------- Strongly agree (5) 
a) The CEO  1 2 3 4 5 
b) The marketing / sales manager 1 2 3 4 5 
c) The operation manager  1 2 3 4 5 
d) Others in your organization, please specify _______________ 1 2 3 4 5 
e) Market contacts (suppliers and customers) 1 2 3 4 5 
f) Others from different company , please specify ____________ 1 2 3 4 5 
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Part Five: The extent of knowledge integration within firm 
Please circle the number under the response that best reflects your judgment. 
Strongly Disagree 
 
1 
 
Disagree 
 
2 
Neither Disagree Nor Agree 
 
3 
Agree 
 
4 
Strongly Agree 
 
5 
For majority tasks, the extent to which the following statements described the members’ internal 
knowledge dissemination within the organization (5 items) 
 
(a)  We applied our expertise in innovative ways 
 
1 2 3 4 5 
(b)  We carefully made decisions to maximize overall project 
outcomes 
        
1 2 3 4 5 
(c)  We leveraged the organization member’s knowledge in many 
functional areas. 
        
1 2 3 4 5 
(d)  Many creative ideas came from combining our unique 
perspectives 
        
1 2 3 4 5 
(e) We developed a clear understanding of how each business function 
should be coordinated        
1 2 3 4 5 
 
 
 
Part Six: The extent of absorptive capacity to external knowledge 
Please circle the number under the response that best reflects your judgment. 
Strongly Disagree 
 
1 
 
Disagree 
 
2 
Neither Disagree Nor Agree 
 
3 
Agree 
 
4 
Strongly Agree 
 
5 
For majority tasks, the extent to which the following statements described the members’ external 
knowledge acquisition from other organizations (8 items) 
 
(a)   We conduct frequent market research so as to be  aware of 
customer needs 
 
1 2 3 4 5 
(b)  We collect industry information by informal means (e.g. lunch 
with industry friends, talks with trade partners) 
1 2 3 4 5 
(c)   We are slow to detect changes in our customers’ product 
preferences. (R) 
 
1 2 3 4 5 
(d)  We are slow to detect fundamental shifts in our industry (e.g. 
competition, technology, regulation) (R) 
1 2 3 4 5 
(e)  Information on customer satisfaction or complaints are 
disseminated at all levels in this firm on a regular basis. 
1 2 3 4 5 
(f)    We are well aware of the technologies being developed by 
competitors 
        
1 2 3 4 5 
(g)   We have the capacity to adapt others' technologies 
 
1 2 3 4 5 
(h)  We have developed new products and/or processes in  
collaboration with other firms 
1 2 3 4 5 
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Part Seven: Business performance 
Please circle the number under the response that best reflects your judgment. 
Strongly Disagree 
 
1 
Disagree 
 
2 
Neither Disagree Nor Agree 
 
3 
Agree 
 
4 
Strongly Agree 
 
5 
i) Business growth 
For common situations, the extent to which the following statements described the business growth (5 
items) 
 
(a)  Several departments get together periodically to plan how business 
growth and business penetration taking place in our business 
environment. 
1 2 3 4 5 
(b) We understand that the survival of this business depends on sales 
and profit growth. 
1 2 3 4 5 
(c) We must gear up now to meet customer’s future needs. 
 
1 2 3 4 5 
(d) We are witnessing sales and profit growth for these few years back. 
 
1 2 3 4 5 
(e) We are genuinely projected growth in our business, though we 
understand the effects of market instability in these coming years 
ahead. 
1 2 3 4 5 
 
ii) Responsiveness to change 
For common situations, the extent to which the following statements described the firm’s responsiveness 
to change (8 items) 
 
(a)  We periodically review our product development efforts to ensure 
that they are inline with what customers want.  
1 2 3 4 5 
 
(b)  The product lines we sell depends more on internal decisions than 
real market needs. (R) 
1 2 3 4 5 
 
(c)  Several departments get together periodically to plan a response to 
changes taking place in our business environment. 
1 2 3 4 5 
 
(d)  We are quick to respond to significant changes in our competitors’ 
pricing structures 
1 2 3 4 5 
 
(e)  Even if we came up with a great marketing plan, we probably 
would not be able to implement it in a timely fashion. (R) 
1 2 3 4 5 
 
(f)  When we find out that customers are unhappy with the quality of 
our service, we take corrective action immediately. 
1 2 3 4 5 
 
(g)  When we find that customers would like to modify a product or 
service, the person/ department involved make concerted efforts to 
do so. 
1 2 3 4 5 
 
(h)  For one reason or another, we tend to ignore changes in our 
customer’s product or service needs. (R) 
1 2 3 4 5 
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Part Eight: Value-creation activities (innovation) 
Please circle the number under the response that best reflects your judgment. 
Strongly Disagree 
 
1 
Disagree 
 
2 
Neither Disagree Nor Agree 
 
3 
Agree 
 
4 
Strongly Agree 
 
5 
i) Product /service innovation 
For common situations, the extent to which the following statements described the firm’s value-creating 
activities on product or service. (5 items) 
(a)  Providing new products/services to existing customers  1 2 3 4 5 
(b)  Providing new products/services to new customers 1 2 3 4 5 
(c)  Providing existing products/services to new customers 1 2 3 4 5 
(d) Modifying and improving the existing products 1 2 3 4 5 
(e) Modifying and improving our competitors’ products and processes 1 2 3 4 5 
 
 
iii) Organization innovation   
For common situations, the extent to which the following statements described the firm’s value-creating 
activities on the organization. (4 items) 
 
(a)  Decentralization was a major part of our approach  
 
1 2 3 4 5 
(b)  Delayering was a major part of our approach  
 
1 2 3 4 5 
(c) New management processes (e.g., new job descriptions, 
establishing new teams of staff) 
1 2 3 4 5 
(d) Restructuring the organization (e.g., creating new departments, 
moving services between departments) 
1 2 3 4 5 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Many thanks for taking the time to complete this questionnaire. 
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Appendix E 
Semi-Structured Interview Protocol 
 
 
School of Management 
RMIT University 
Melbourne, Australia 
 
 
SEMI-STRUCTURED INTERVIEW PROTOCOL 
 
Project Title: 
 
 
 
 
Investigators: 
Ms. Hamrila Abdul Latip (PhD Candidate, School of Management, RMIT University, 
hamrila.abdullatip@rmit.edu.au +613 9925 1680) 
Professor Kosmas Smyrnios (Project Supervisor, School of Management, RMIT 
University, kosmas.smyrnios@rmit.edu.au +613 9925 1633) 
 
Date: 
 
 Interviewer: 
Name of Company: 
 
 Respondent: 
Street Address: 
 
 Position in Company: 
Time Started: 
 
 Time Completed: 
 
SECTION 1: 
INFORMATION ABOUT BUSINESS OPERATIONS 
 
1) Can you please provide a brief history of your business operations? How many 
employees worked in this organization five years ago and how many employees 
currently work in this organization?   
2) Can you please categorize the range of your products or services? How has the 
range of product/services changed over the last five years?   
 
Network relationships for value–creation and business performance: a social capital perspective 
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SECTION 2: 
INFORMATION ABOUT YOUR BUSINESS NETWORKS 
3) How many important key contacts do you have within your organization? How 
many important key contacts do you have outside your organization? 
4) How would you explain the importance of networking to a new employee in your 
organisation? 
5) What are three important network relationships you think business person/ 
entrepreneur should focus on? Why?   
6) How do you maintain key network contacts? 
7) What do you believe to be your most valuable / successful approach to 
networking?  Some of the key benefits? 
8) Can you point to any instances where networking was not useful?   
9) What role will networking take in the future at your organisation?  Why? 
10) In your opinion, why should business adopt networking, and what are some easy 
steps to make a start? 
 
SECTION 3: 
INFORMATION ABOUT INTERNAL & EXTERNAL KNOWLEDGE 
INTEGRATION  
11) Do you think the internal network ties generate solid nets of expertise for your 
business?  Why / Why not? 
12) How does the external networking help your business? Please explain. 
13) How do you measure benefits of networking at your organisation? Is there a 
networking principle? 
14) Do you consider customers as part of your networks?  What role do they play? 
15) Does your organisation look to the global community for network, in any form? 
 
SECTION 4: 
INFORMATION ABOUT INNOVATION  
16) Tell me about any innovations that your organization have developed did since last 
12 months 
17) What impact has network had on business output; your product or service? 
18) How has network impacted on your organisational structure, business process and 
strategy? Any changes or restructuring due to networking purpose? 
19) How has network impacted on your market environment or business settings? Any 
changes due to networking purpose? 
 
 
SECTION 5: 
INFORMATION ABOUT BUSINESS PERFORMANCE  
20) How can network relationships be used to foster business performance? 
21) In your opinion, does the network come with cost? Any example of networking 
with high or low cost? 
22) In your opinion, which is more important in long term business purpose, internal or 
external ties of network? Why? 
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Appendix F 
Goodness-of –Fit Statistics used in Study 1 
 
Absolute Fit Indices 
Chi-square statistics. The estimated likelihood ratio test statistic, commonly 
expressed as a Chi-square (χ2) statistic, is applied to assess statistical fit of a model.  As 
the only statistically based measure of fit, the χ2 statistic and its associated p-value, is 
commonly used as an initial assessment of goodness-of-fit for a model (Gallagher et 
al., 2008).  However, it should not be used in isolation as a means of accepting or 
rejecting a model (p.266).  Bryne (2001) noted that Chi-square statistics are particularly 
sensitive to large sample sizes.  In addition, Kline (2010, p. 201) addressed three issues 
that can affect the observed value of χ2 (i.e., multivariate non-normality, correlation 
size, unique variance).  Thus, results based predominantly on this statistic should be 
considered with caution.   
 
In an effort to overcome this limitation, other fit indexes were also used in order to 
assess fit.  A computation of the ratio between Chi-square and Degrees of Freedom 
(χ2/df) as a measure of fit generally reduces the sensitivity of the model Chi-square to 
sample size (Kline, 2010).  There are no clear-cut guidelines for the minimum 
acceptable normed Chi-square value (χ2/df).  As shown in Table 3.18, this study adopts 
Schreiber et al. (2006) and Gallagher et al.(2008) cut-off criteria which noted that 
values less than 2 or 3 indicate a reasonable fit.   
 
Goodness-of-fit index. GFI estimates the proportion of covariances in the sample data 
matrix explained by the model (Kline, 2010).  A threshold of GFI .95 was adopted in 
this study (Schreiber et al., 2006). 
 
Adjusted goodness-of-fit index. The AGFI statistic is an adjustment to the GFI 
indexes, that takes into account a complexity of a theoretical model and relatively small 
sample sizes (Gallagher et al., 2008).  The general rule for acceptable fit threshold is 
AGFI .95 (Schreiber et al., 2006). 
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Root mean square error of approximation (RMSEA).  The RMSEA statistic 
estimates how well a model with the parameter values derived from the sample, fit the 
population covariance matrix (Chitty et al., 2007).  An optimal fit is indicated by a 
value of zero.  Values of less than 0.05 reflect a good fit (Chitty et al., 2007), while 
those between 0.06 to 0.08 indicate reasonable fit (Gallagher et al., 2008; Schreiber et 
al., 2006).   
 
Standardized root mean square residual (SRMR).  Kline (2010) indicated that 
SRMR is one of the most widely reported statistics in the SEM literature.  The SRMR 
statistic is based on transforming both the sample covariance matrix and the predicted 
covariance matrix into a correlation matrix (Kline, 2010).   The threshold of SRMR 
.08 is adopted in this study to measure the mean absolute correlation residual 
(Schreiber et al., 2006), the overall difference between the observed and predicted 
correlations.   
 
Incremental Fit Indices  
Comparative fit index. CFI is an incremental fit index that measures the relative 
improvement in the fit of a model over that of a baseline model (Kline, 2010).  Despite 
the combination of pair indexes of CFI and SRMR to support each sensitivity 
limitations, these two fit indexes are among the most widely reported in the SEM 
literature (Kline, 2010), after RMSEA and GFI .  The threshold of CFI .95 was 
employed in this study (Schreiber et al., 2006). 
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Appendix G 
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Appendix H 
 
Table 3a. Descriptive statistic and correlation matrix for the internal social capital 
orientation  
Internal 
social 
capital ITDa ITDb ITDc ITDd IICa IICb IICc IITb IITc ICIc ITVc ITVd ITTb ITTc ITVb 
ITDa 1               
ITDb .72
**
 1              
ITDc .63
**
 .80
**
 1             
ITDd .28
**
 .49
**
 .56
**
 1            
IICa -.53
**
 -.28
**
 -.20
**
 .03 1           
IICb  -.32
**
 -.22
**
 -.18
**
 -.14
*
 .66
**
 1          
IICc  -.30
**
 -.26
**
 -.23
**
 -.14
*
 .49
**
 .65
**
 1         
IITb  -.16
*
 -.09 -.07 -.07 .36
**
 .58
**
 .37
**
 1        
IITc  .03 -.05 -.03 .01 .05 .21
**
 .43
**
 .47
**
 1       
ICIc  -.08 -.13 -.20
**
 -.13 .08 .26
**
 .53
**
 .34
**
 .58
**
 1      
ITVc -.20
**
 -.23
**
 -.21
**
 -.15
*
 .14
*
 .25
**
 .42
**
 .20
**
 .35
**
 .51
**
 1     
ITVd -.19
**
 -.20
**
 -.16
*
 -.10 .17
*
 .20
**
 .42
**
 .16
*
 .26
**
 .45
**
 .71
**
 1    
ITTb -.07 -.07 -.18
**
 -.15
*
 .22
**
 .42
**
 .26
**
 .39
**
 .14 .32
**
 .41
**
 .29
**
 1   
ITTc -.02 -.12 -.16
*
 -.10 .06 .20
**
 .38
**
 .21
**
 .43
**
 .51
**
 .58
**
 .46
**
 .69
**
 1  
ITVb  -.23
**
 -.19
**
 -.21
**
 -.24
**
 .24
**
 .50
**
 .31
**
 .52
**
 .23
**
 .41
**
 .63
**
 .44
**
 .63
**
 .43
**
 1 
**. p<.01.  *. p<.05. 
 
 
Table 3b. Descriptive statistic and correlation matrix for the external social capital orientation  
External 
social 
capital ETDa EICa EITa ECIa ECFa ETTa ETDd EICd EITd ECId ECFd ETTd 
ETDa  1            
EICa  .32
**
 1           
EITa  .33
**
 .53
**
 1          
ECIa  .33
**
 .52
**
 .58
**
 1         
ECFa  .24
**
 .56
**
 .46
**
 .53
**
 1        
ETTa  .20
**
 .26
**
 .30
**
 .19
**
 .31
**
 1       
ETDd  -.03 .06 .08 -.01 .10 .24
**
 1      
EICd  -.16
*
 .08 .08 .01 .14
*
 .27
**
 .42
**
 1     
EITd  -.17
*
 .08 .04 -.03 .15
*
 .20
**
 .44
**
 .65
**
 1    
ECId  -.05 .11 .12 -.08 .14
*
 .19
**
 .46
**
 .48
**
 .66
**
 1   
ECFd  -.10 .06 .10 .01 .16
*
 .15
*
 .50
**
 .56
**
 .73
**
 .64
**
 1  
ETTd  -.19
**
 -.15
*
 -.05 -.26
**
 -.06 .28
**
 .37
**
 .55
**
 .47
**
 .44
**
 .48
**
 1 
**. p<.01.  *. p<.05. 
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Table 3c. Descriptive statistic and correlation matrix for the knowledge integration construct  
Knowledge 
integration EKIa EKIb EKIc EKId EKIe 
EKIa  1     
EKIb  .56** 1    
EKIc  .58** .54** 1   
EKId  .45** .35** .58** 1  
EKIe  .34** .43** .38** .40** 1 
**. p<.01.   
 
Table 3d. Descriptive statistic and correlation matrix for the knowledge absorption construct  
Knowledge 
absorption EACa EACb EACc EACd EACe EACf EACg EACh 
EACa 1        
EACb .33** 1       
EACc -.05 .02 1      
EACd -.21** -.14* .62** 1     
EACe .39** .27** -.07 -.09 1    
EACf .33** .16* -.01 -.09 .35** 1   
EACg .33** .10 -.26** -.26** .26** .37** 1  
EACh .25** .03 .09 .11 .21** .31** .33** 1 
**. p<.01.  *. p<.05. 
 
 
Table 3e. Descriptive statistic and correlation matrix for the product/service innovation 
construct 
Product/service 
innovation VCPSIa VCPSIb VCPSIc VCPSId VCPSIe 
VCPSIa 1     
VCPSIb .79** 1    
VCPSIc .68** .73** 1   
VCPSId .50** .51** .59** 1  
VCPSIe .24** .22** .21** .48** 1 
**. p<.01.   
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Table 3f. Descriptive statistic and correlation matrix for the organizational innovation 
construct 
Organization 
innovation VCOIa VCOIb VCOIc VCOId 
VCOIa 1    
VCOIb .31** 1   
VCOIc .08 .25** 1  
VCOId .17* .34** .60** 1 
**. p<.01.  *. p<.05. 
 
 
 
Table 3g. Descriptive statistic and correlation matrix for the business growth construct 
Business growth SusBGa SusBGb SusBGc SusBGd SusBGe 
SusBGa 1     
SusBGb .40** 1    
SusBGc .46** .35** 1   
SusBGd .31** .09 .29** 1  
SusBGe .25** .05 .20** .64** 1 
**. p<.01.   
 
 
Table 3h. Descriptive statistic and correlation matrix for the responsiveness to change 
construct 
Responsiveness to change SusRCa SusRCb SusRCc SusRCd SusRCe SusRCf SusRCg SusRCh 
SusRCa 1        
SusRCb -.01 1       
SusRCc .33** .01 1      
SusRCd .17* -.20** .20** 1     
SusRCe -.03 .37** -.04 -.11 1    
SusRCf .48** -.11 .25** .03 -.10 1   
SusRCg .34** .04 .27** .14* -.13 .48** 1  
SusRCh -.09 .45** -.03 .02 .16* -.13 -.08 1 
**. p<.01.  *. p<.05. 
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Table 3i. Summary of Bootstrap Iterations (Default model) 
(Default model) 
Iterations Method 0 Method 1 Method 2 
1 0 0 0 
2 0 0 0 
3 0 0 0 
4 0 0 0 
5 0 0 0 
6 0 0 0 
7 0 0 0 
8 0 0 0 
9 0 0 0 
10 0 0 0 
11 0 2 0 
12 0 4 0 
13 0 6 0 
14 0 10 0 
15 0 7 0 
16 0 11 0 
17 0 11 0 
18 0 23 0 
19 0 124 2 
Total 0 198 2 
0 bootstrap samples were unused because of a singular covariance matrix. 
0 bootstrap samples were unused because a solution was not found. 
200 usable bootstrap samples were obtained. 
 
Bollen-Stine Bootstrap (Default model) 
The model fit better in 191 bootstrap samples. 
It fit about equally well in 0 bootstrap samples. 
It fit worse or failed to fit in 9 bootstrap samples. 
Testing the null hypothesis that the model is correct, Bollen-Stine bootstrap p = .050 
 
